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BUTCH LAMBERT: Gentlemen, it’s now 9:00 o’clock.

Tt’s time to begin our proceedings this morning. I woulj
bsk 1f you have cell phones or other personal communicatio
devices, please put those on vibrate or turn them off. If

you must take a call, please do so out in the hall. We’ll

Eegin this morning by asking the Board to please introducs
hemselves and I’11 begin with Ms. Pigeon.

SHARON PIGEON: I’'m Sharon Pigeon with the offics

of the Attorney General.

BUTCH LAMBERT: And I’'m Butch Lambert with the

PPepartment of Mines, Minerals and Energy.

DONNIE RATLIFF: Donnie Ratliff with Alphg]

representing coal.

BILL HARRIS: I'm Bill Harris, a public member fron

Wise County.

BRUCE PRATHER: I'm Bruce Prather. I represent the

0il and gas industry.

BUTCH LAMBERT: We didn’t have anyone to sign up fory

Eublic comments. But I’1ll open the floor. Are there any
hat wish to speak this morning from the public?
(No audible response.)

BUTCH LAMBERT: Hearing none, we’ll proceed on tg

the docket item number two. At this time, the Board will]

ear a petition filed by Scott Sexton, Counsel for Big Veinj
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Companies appealing the decision rendered by the Divisiory
of Gas and Oil Director for informal fact-finding conferencs
4014, Unit D20SH, Application Number 18912. This will bs

docket number VGOB-12-0313-3037. All parties wishing to

estify, please come forward.

SCOTT SEXTON: Mr. Chairman, I do not believe therd

ill be any testimony today. It’s probably just argument.
Tt seems to be a legal issue.

BUTCH LAMBERT: Okay.

SCOTT SEXTON: I am Scott Sexton for the record. il

lhave a handout for you all because we’ re going to be focusinj

on one Code Section. If I can approach, I’'11 just pass thi
down .

BUTCH LAMBERT: Sure. Absolutely.

SCOTT SEXTON: Just take one and please pass themn
down .

BUTCH LAMBERT: I’'d ask the parties to pleas¢q

identify yourselves for the record.

SCOTT SEXTON: Scott Sexton, Counsel for the Big

ein Companies.

CHARLIE HART: Charlie Hart, General Partner forx

he Big Vein Companies.

MARK SWARTZ: Mark Swartz for CNX.

BUTCH LAMBERT: Okay, Mr. Sexton, you may begin.

5
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SCOTT SEXTON: All right. Does everyone have 4

copy now of 45.1-361.127

(No audible response.)

SCOTT SEXTON: This Code provision is what has bee

commonly referred to every since I’'ve been involved with th
Gas Act as the 2500 foot rule. It has been used and referre
[co frequently as the coal industry’s trump card. It allow
B coal owner, not an operator...that’s an important
distinction because if you read the opinion in this matten
from the interim director you will see that a lot of
bttention is focused on things which are really not at issue.

T think Mr. Cooper was trying very hard to cover all of ths

asis and just give a full explanation. But a lot of that
tuff has absolutely nothing to do with the application of

his statute. For example, you will see that Mr. Cooper’s

pinion deals with things like, are there active mine plans=
re there, you know, pillars and that sort of thing? Thi
coal that we were talking about that our...that my client
own 1n this area is virgin coal. There is no...there is n
mine works in it. As a coal owner, which we are, you nee
ot have...in fact, coal owners rarely, if ever, have min
[lans. So, what we do is we lease our coal to operators suc
As Mr. Swartz’s sister company, Consol or Island Creek,

CNX’s sister company, and then they gather up the samg

6
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leasehold interest from other operators...other owners.

When a sufficient economic reserve 1is created and the
btherwise choose to do so, they then will mine that coal.
So, that’s how coal gets processed. Mr. Ratliff is ver
familiar with that. So, a small tract of coal without bein

combined with other tracts nearby is simply...generall

orseless particularly in the Pocahontas 3 seam. It has tg
e combined with others. So, we are the owner of that coal.
e own a great deal of coal in Buchanan County. But thiq
articular portion of coal that we’re talking about in thig
expanded unit is not...is not very big. We do one day very
much hope to have that coal mined. It’s the wvaluabldg
[Pocahontas 3 seam. We certainly anticipate that the valus
of that coal is going to go...increase in value overtime.
So, it 1is out hope that that coal will one day be mined. Now,

bs the coal operators know when you place...when you placs

ellbores down into coal seams that is another obstacle.
t’s just another obstacle to development. When the Gas Act
as being enacted, and for those of us who were around bachk
hen and then shortly after then, the big focus was on coall
safety and certainly the major (inaudible) getting]
legislation developed was in the coal industry. The coal
industry had to have certain safeguards. There were all

concerns about safety and anyway protecting the supremacy

7
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of coal in terms of the development of the natural resource.

T say that as a way of explanation because the General

ssembly did what it did. It enacted 45.1-361.12. When wsg
ent to the informal fact-finding conference in thi{
uilding to talk about this well permit this was the issug
hat was discussed over 95% of the time in there. It’s thg
issue that we raised and it’s the issue that Mr. Swartz orf
ehalf of his client argued against. So, this...this

tatute in front of you is what the hearing was about. A

ew red herons at that hearing, I have done research to tr
o find in the transcripts whether there had been an actua
ooling order at the time. Our client’s office receive
umber of pooling order applications and other official mail
t his office in Tazewell. We could not find any notice of
it in our records. As an aside on that, the assistant orn
he secretary who maintains that, I believe, has been]
orking at our office since she was 17 and she 1s now abouf
7. So, it is entirely possible that shemisplaced it. But
o this day, we have not found them. There are lots of greernj
ards that get signed. We have not gone through trouble of
aking sure that this green card matches the green...yoy
now, you could...you could put a green card with anything.
ut the point of the matter is it just doesn’t matter becauss

e thought they had not gone to the Board to get a pooling

8
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order. It is my very, very strong belief that you must have

b pooling order before you can have a well permit applicatio

hen the properties involved despaired ownerships, when yo
ave a pooling of different interests. For example in thi
ne, there are numerous owners. It is a 320 acre unit. Yo
ave to give notice then to the coal owners and the royalt
wners whose interests underlie that tract when you go t
et the well permit. No permit for a well can be issue
ithout...this is a quote direct from the statute, “withou
roof that the applicant has the right to conduct th
operations set forth in the permit application”. If yo
don’t have a pooling order, you cannot prove that you hav
[che right to conduct operations that are going to draw ga
from your neighbor’s property in this 320 acre unit. It i
a fact that you simply must have a pooling order. We though
CNX was jumping the gun and skipping that step. It turne

out at the hearing in the first about 30 seconds Mr. SwartZ

ooled out his proof of service and we accepted it and wsg
oved on to talk about this statute that’s in front of you,
hich was the sole issue. At no point in time during thig
informal fact-finding was 1t raised by Mr. Swartz or by
anybody else present that there is some duty on the part of
[he coal owner or the complainant to show up and object at

he pooling order application in order to preserve an error

9
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Or an objection to the well permit. This is brand spankin
lhew law created out of thin air in the Interim Director’
opinion. This is the first time in my approximate 20 year

of being involved with this Board that I’ve ever seen any

ints of it. It is not contained in the Code. It is not
ontained in the regulations. It is not contained in thg

dministrative Process Act. Mr. Cooper used the word...so,

herefore, it came as quite a surprise when we get an opinio
rom the Interim Director saying, I understand you
rguments. I’m not going to address those except to sa
hat 1f T had to I'd probably like Mr. Swartz’ opinion betten
han Mr. Sexton’s opinion, but I’'m not going to do that.
hat I'm going to say instead is I'm going to create thig
ew law that if you don’t show up and make an objection at

he pooling order application process then you are forever

arred, estopped and waived from raising your statutor
objections at the permit application phase. That came a
quite a shock. What I would ask the Board to do is very muc
in the interest of future people who will be sitting in m
osition here is you not...1is you resist the urge to creats
EeW'laW'and_to<affirn1neW’laW’that.has been created that way.
e have a system in Virginia. It’s called the rule of law.
Tt has been in place for gquite some time. People need tg

e on notice of what their rights are. If they are not on

10
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lhotice of what their rights are, then it is an arbitrary
system. If you do not have a Code section or a regulatiory
or an order or anything of the type that says if you don’t

raise this at a pooling order application you are barred,

hen you are creating this. This is trial by ambush. Yo
re not advising people of their rules. Mr. Cooper used th
ord in this thing waiver. Waiver under Virginia law is
conscience act. It is impossible to accidently waive
right in Virginia. You cannot accidently waive something.

Tt must be intentional. Let me give you an example. If yo

ave an elderly mother and someone sends her a check sayin
[e’ve leased your property and here is your royalty check,
she gets the check and she doesn’t know what she’s doing and
she signs it, right, and then later on you say, well, sh¢g
didn’t agree to a lease. Well, she signed the check. Shs
fraived her right to object to the lease. No she didn’t.
You have to prove that she understood what she was doing.

She intentionally waived her rights. That’s how our systen

orks in Virginia. Now in our case, the Interim Directory
as focused on this issue of the fact that we could not find
ur copy of the notice. But by any measure, the evidencs
roved that my client did not know of the pooling order
pplication. Let me tell you, it wasn’t because we would

ave come in and objected on the 2500 foot rule. It i4

11
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because we have been waiting for these pooling ordern
bpplications because my client is a co-owner on propertied
in that area in which CNX has entered into a gas lease with
our co-tenant. We’re the two-thirds owner and Plum Creek

is a one-third owner on a vast amount of acreage. We havs

een waiting and watching for a pooling application so tha(
e could come before the Board and say this. We want to say
e should be treated just as this other co-tenant is. If
ou’re going to pool us, we want their lease terms becauss
e have been willing to enter into that lease. 1In fact, ws
eek to enter into a similar lease with them but CNX has ng
interest in entering into such a lease with us or none that
hey have expressed so far. So, we are watching very
losely for the pooling order because we want to come beforg
his Board and say, listen, 1f you’re going to force pooll
S give us the same lease terms, the same 20% royalty that
ou’re giving to our co-tenant. Give us the same deduct
anguage that you’re giving to our co-tenant. So, that is
hy we would have been watching for the pooling order
pplications and not to come in and say because you didn’f
e’'re going to object under the 2500 foot rule. Now,
he...that is the context there. There are many things that
somebody in my client’s position might want to watch for in§

A pooling order application and there are certainly ndg
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indication in the Code that you would have to come in and

state every objection because our focus at that might havs

lbeen we want the same lease terms. Well, this Board ma
decide that you don’t get the same lease terms. This Boar
might very well rule against me if I had come before you o
a pooling order. I hope you wouldn’t. But you might say,
fvell, we’re just going to give you the same ones we’ve bee
doing for the last 20 years, one-eighth royalty, reasonabls
deducts, a dollar an acre bonus...the same things that havse
lhappened for the last 20 years. If you did that I mighdy
say...lI might say then, well, then I don’t want the well.

I don’t want to participate based upon a one-eighth royalty

ith a dollar fifty deducts and so forth. At that point,
might exercise my rights as a co-owner to object to ths
ell. So, what I just explained to you is a practical reasony
hy the person in my client’s position might change based
pon the results of the pooling order. So, i1f we could, I

ould like us to quickly move from the actual contents of

he Director’s decision. I suggest to you that it needs tg
e overturned for precedent purposes. I know just from 4}
rief conversation that Ms. Pigeon disagrees with me. T

ould have actually fainted had she not because over the past
0 years we also have a history of absolutely never agreeing

on anything. So, I just want you to think about it and T

13
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bssure you I’'m giving you my best legal opinion when I tell
you, you cannot make up new procedural rules and thrust then
onto the...onto the applicants and the objecting parties at

[che last minute. The notion that you’re going to apply

Common Law evidence and affirmative defense issues in thi

context is completely inconsistent with the Code, which say

he informal fact-finding conference and these hearing
i1l be judged by the Administrative Process Act. Okay, s
his...this is all new territory. I urge you to deal wit
he real substantive issue and not take the...not take thg
ay out that is offered before you in the Director’s opinion.
ow, 1f we look at 45.1-361.12, the 2500 foot rule, Mr.
wartz’s position is that the objecting coal owner only getg]
o object if the wellbore is going to go through that coall
wner’s coal. All right. That’s 1it. That’s CNX’Ss

osition. It doesn’t say that though. All right. So,

let’s look at the terms and see 1if anywhere in thi
Code...particularly 1in this Code section does 1t sa
anything about the wellbore having to penetrate your coal.
So, here it says, “If the well operator and the objectin
coal owners are present or represented at the hearing tg
consider to the objections to the proposed drilling unit”,
[that’s the pooling order, and then there’s aJ

important...important word “or location”, that’s talkin

14
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bbout the well permit, “or unable to agree upon”, and I’ve

ighlighted again, “a drilling unit”, that’s the pooling
rder, another important word again, “or location for a new
ell.” That’s the well permit hearing. All right. So, 14

clearly says in this statute a coal operator who is present

and objecting to the location of the well. That was use.
e own the coal. We came to the permit hearing. We
objected 1in writing beforehand. We procedurally did

cverything and we came and we said, we are a coal owner and

e object to thewell. ™“But if they are unable to agree upon
the location for a new well within 2500 linear feet of thqg
location of an existing well”, now these words are very
important, “then the permit or drilling unit shall bs
refused.” It doesn’t say 1if you have preserved youry
bbjections at a pooling order permit that you didn’t know
you had to come and object to, but...blah, blah, blah. 14

doesn’ t say any of that. It doesn’t if the wellbore is going

O penetrate your coal seams. It wouldn’t make sense fory

1t to do so because of the point that I made to you when 1

egan. Coal mines are developed based upon 4
conglomeration of units. In order for our coal to beg
developed the mine must be economic. If you have all of

[chese obstacles in the mine and you’re looking at it as ary

bperator, and you say, well, should I mine this tract righ(

15
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ere where we’ve got 15 wellbores that we’re going to havg
o mine around or should I mine this tract over here, which
as none or which has only one every 2500 feet? The sensibldg
operator given the same thickness of coal and quantity of
coal 1is going to go for the coal that has the fewest

obstacles. That is why this is here. So, we have no minse

lan. We’re never going to have a mine plan. In our entirs

istory of our companies that have been in existence for overn

100 years, we have never had a mine plan. We are not i

he business of having mine plans. We’re in the busines]
of trying to convince people 1like Mr. Swartz’s coal
pffiliate that they should have a mine plan and that they
should drill our coal in conglomeration with our neighbor’s
coal. So, 1f you...if you are anxious to have somg
rationale for why this 2500 foot rule makes sense that 1is
one because the...because of that issue in and of itself.
So, we think it’s very simple. We think that the 2500 foof
rule is an absolute. It does not have the conditions on 14
[particularly not the conditions that have been imposed orj
it by the Director’s opinion. I’11 be happy to answer any
questions which you all may have. I'd probably 1like to

respond to whatever Mr. Swartz says.

BUTCH LAMBERT: Okay. Has the Board had a]

opportunity to review both the informal fact-findin

16
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conference decision and the petition from Mr. Scott Sexton®

BILL HARRIS: I do have a question and maybe thi

Ivill Dbe more appropriate later. But actually I had

question about the objecting coal owner. How...is that
defined somewhere? I read all of the materials, but I...but
in terms of an objecting coal owner is that...in the statuts
is that defined?

MARK SWARTZ: As opposed to a coal owner?

BILL HARRIS: Yes.

MARK SWARTZ: Okay, there’s a definition of coal

obwner, which is broad enough to include people who own coal,

ho mine it, who lease it, who produce it and who have a minse
Elan. So, it’s very inclusive definition. But there is nc
definition in the Code about objecting.

BILL HARRIS: For objecting, okay.

BUTCH LAMBERT: The coal owner is defined as: “Any

Eerson.who owns, leases, mines and produces or has the right
0 mine and produce a coal seam.”

BILL HARRIS: Yeah, I remember that. Yeah. Yeah.

I guess what I'm asking is was it stated there what the naturs
of the objectives...the objections could be? That’s nof
listed other than the reference to the 2500 foot. 1In otheny
frords, the assumption when I start reading is “If a well

”

operator and the objecting coal operator...”, the

17
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bssumption here is that the coal operator, to use that part
of the statute, is already objecting. I guess I’'m Jjust
[cryving to position in my mind when did that become objecting
is that defined some place. And we’re saying it’s not?

MARK SWARTZ: Correct. If you look...I assumsg

you’re looking at 361.12.

BILL HARRIS: Yes.

MARK SWARTZ: Okay. I mean, the objecting in that

first line there is an adjective that is applied to coall
owners and I read that as comparing two classes of coall
owners, those who show up and are objecting and those whg
bre coal owners but are not objecting. So, it simply to mse
means if some...if a coal owner shows up at a hearing and
says, I'm raising a 361.12 objection, they have just placed
[chemselves in the position. It’s not some other reference.
I mean, I...now, is that stated somewhere? ©No. But I think
my reading of this if you show up and rely on 12 you becoms
an objecting coal owner.

BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: Mr. Prather.

BRUCE PRATHER: Mr. Swartz, am I right in assumin

hat CNX has 40% or thereabouts of the coal under thi
roperty that’s in dispute? In other words, you have fro

his other company you’ve got a lease with them. T

18




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

it...are their interest under that? So, what I...one of ths

roblems that I can see that you’ve got signed lease unden

% of the thing. How do we protect those people’s interest
hat these people’s expense or vice versa? Is that...I’n
T correct in assuming that?

MARK SWARTZ: I'm looking for the Exhibit A page twg

[chat we would normally have that would summarize what we’vqg
got leased and what we don’t have leased.

SHARON PIGEON: This is a conventional well. So,

hat may or may not---.

MARK SWARTZ: Right. But, I mean, just in terms of

hat we’re pooling here. 1I’'ve got...we had almost 80% of
he o0il and gas leased and we’re pooling about 20%. Ws

didn’t address coal leases because this is not a coalbed
methane well.

BRUCE PRATHER: Yeah. It’s a horizontal well,

isn’t it?

MARK SWARTZ: It’s a shale well though. It’s in thg

Huron.

BRUCE PRATHER: Yeah. But it’s a horizontal well,
. 320.

MARK SWARTZ: Correct. Correct. So, we didn’t
bddress...I’'m sure we have coal leases in that unit.

BRUCE PRATHER: Yeah.

19
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MARK SWARTZ: But, you know, they’re not relevant

lco this well.

BRUCE PRATHER: Well, the thing that would bother

me about it is that if you have coal leases it would be within}
[che framework of this permit. It looks to me like you’rs
in kind of strange situation because you’ve got to protect

yvour leased people plus the fact that you’ve got a---.

MARK SWARTZ: No, no. We have...I’1l give you thi

cexhibit in a minute. But we have consents to the locatio
fromall of the coal owners whose coal we actually penetrate.
I mean, we’'re good to go on the well.

BRUCE PRATHER: Oh, so you’re not penetrating hi

coal?

MARK SWARTZ: Correct. We are not. We’ re

long... and I’11 show you that in a minute. But we’re a lon
fray from their coal.

BUTCH LAMBERT: Mr. Swartz, can I ask a question?

MARK SWARTZ: Yes.

BUTCH LAMBERT: I hate to interrupt. But how deeg

is this well?

MARK SWARTZ: I think it’s 6,000 and change i}

he...actually, I made some notes with regard to that fromn
he permit. I think the coal seam is roughly at 2,000. So,

e’'re, you know, 3,000 to 4,000 feet below the Pocahontag

20
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BRUCE PRATHER: Right.

MARK SWARTZ: ---in the red and green shales. So,

fve’ re way below—---.

SHARON PIGEON: Your AFE said 8,000.

MARK SWARTZ: I was looking at the permit though and

T thought it was...I don’t have it in front of me. So, it’s
B great distance below---.

BUTCH LAMBERT: Well, is it below 5,000...below

Ib,000 feet?

MARK SWARTZ: Oh, yes.

BUTCH LAMBERT: Okay.

BRUCE PRATHER: Yeah.

BUTCH LAMBERT: Before we get into the specifics of

he location, the depth and ownership and the leases, I’'d
ike to take...Mr. Sexton, I'd like to take you back to th¢g
ooling order and you’re claiming that...or you’re saying
hat we should ignore the issue that you say you didn’g
eceive notice and we should just disregard. Because 1
idn’t receive my notice...I didn’t know I received notice,
herefore, the Board, vyou don’t need to take 1intg
onsideration. How...what’s your logic there?q}
verything---.

SCOTT SEXTON: My logic 1s this---.
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you’re saying we didn’t know we got notice. I think yoy
hdmitted it in 30 seconds. All of sudden we were shown wg

did get notice. Even in your hearing you say right off the

BUTCH LAMBERT: ---we base upon these notices 1
ased upon whether or not you received it and you’re sayin]
ou didn’t. I even went back and read the hearing that Mr.

sbury conducted. Right off the bat, you know, you all...

at a part of the pooling process is to allow objections fony
arties like wus. Also at the beginning of the procesqg
ffering alternatives. So, how do you...how do you wany
his Board to skip that process and just jump into 45.1-3617

SCOTT SEXTON: What I'm explaining to you is thg

eason why that was raised at all in the hearing. The reason
as in our opinion had CNX failed to get a pooling order,
hat would...that in and of itself...we walked into that
earing thinking they had failed to get a pooling orden
ecause we called the Gas and 01l Board and asked i1f thers
as a pooling order. We got all of the transcripts that had
een issued. We saw no application on those. We did nodt
ee 1t on the docket as a pooling application for this unit.
o, we thought they were seeking to second base without
ouching first base. All right, that’s why we raised it.
ou can think about it if you want to and give it whateveny

eight you want to. What I’'m saying 1in terms of oupy
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complainant role within 30 seconds of the hearing or
[chereabouts Mr. Swartz presented proof that we had bee
served and that he had gotten a pooling order and it prett]

much mooted the issue. it was no longer discussed. Ws

alked about the same things that we’re talking to you about,
Ehich.is the 2500 foot rule. I guess what happened in thers
is then there becomes this...from our standpoint a derailing
of that issue, which started out as our issue of objecting,

CNX skipped first base to using our affirmative defenss

of...or our defense of saying, listen, they didn’t need

criteria. They’re not qualified to file this permi

ecause they’re not authorized to conduct the operation
hereon through a pooling order. That gets turned around
nd then it’s, well, because you didn’t know about ths
ooling order and because you didn’t show up and because and

ecause and because of that then you...then you can’t raiss

it at a well permit hearing. I will continue to say thi
o you, you will be radically changing the process of thi
oard and for a great many issues 1if you adopt that logi
hat has never ever, not once 1in my experience, bee
announced by anyone either verbally or through regulatio
or through the law as a condition to raising issues at well
[cermit application hearings.

BUTCH LAMBERT: So, vyou’re telling this Board
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because that you failed to show the pooling order hearin

and you’ve acknowledged that you received notice and yoj
didn’t show anyway that not only does this Board need to
change that direction but every time that there’s any kind
of a judicial hearing or any kind of enforcement action that
[che DGO takes and theymail out a notice to attend the hearing
and you don’t show that you can come back and say, oh, T

didn’t show up because I didn’t know I was supposed to o7

I didn’t get it, so we’ve got to change this...what thi]
Board looks at plus everything out in the world that require
5 public notice?

SCOTT SEXTON: No. I’m suggesting that you play by

[che rules that every other governing body does in civilize

rule of law of societies. That is i1f you have a rule yoj
announce it. You do not make it up as you go. That is what
[ am suggesting to you. If it so important to this body thaf
cveryone who gets a notice...bare in mind, that’s not 4
subpoena. That is not something that requires attendance,
right. A pooling order application if done correctly would

focus on force deemed lease terms. It would focus on thqg

nit that was being pooled. It rarely, 1f ever, focuses orj
here the location of the well is going to be. That'’s
andled by the Director. By the way, 1t can changs

radically. I would dare say there are a great percentagg
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of applications where once you establish the pooling unit
fvhich has precious little to do with the location of the well
and everything to do with pooling ownership units in termg
o0f deemed lease and whether those owners in that unit ars

going to be carried, are they going to be working interest,

bre they going to choose to participate or are they goin

0 be deemed leased? Those are the issues. The locatio
f the well is not the...not the issue. I think if you woul
hink back you would find that that is very consistent wit
our own experience. How many pooling order application
as the location of the well been dealt with? Because 1Y
ould be putting the cart before the horse. Let’s first
igure out if Mr. Swartz’s client is going to have thig
ooling order. Let’s figure out if he has the power tg
roduce your gas. If he does, then we will deal with issues

elating to the well. But it would not surprise me at all

0 have a pooling order issued that identified one locatio
of a well and then have a well permit and have 1t move
slightly. Well permits get moved all the time. They ge
moved because surface owners say you’re putting it o

ny...my hay area. I prefer that you put it on the side of

he mountain, all right. I would suggest back to you what
if T had come? What if Mr. Hart’s child had a ballet recits

hat day and he said, you know, I'm willing to accept the
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deemed lease so long as I get to note my objections to the

ell permit. Are you saying now that these subpoenas whe]
ou get notices and that everyone who receives this sacre
iece of paper must show up and at least be present? I don’t

hink you are. Are you saying that if he loses, say Mr. Harg

came before this body and he said, I want to object base
on the 2500 foot rule. By the way, I think I'm not goin
[co consent to stimulate my coal. Let’s say it was a coalbe
methane well, right. Are you then saying that he 1
cestopped. And say this body says, we’re not going to talk

about that or we’re going to grant the pooling order anyway.

ut it’s not clear whether you considered it or not. It’s
ot clear whether you made a final ruling on it. Is hqg
revented from later raising it at a well permit hearing?
Df course not. If he is, it has to be said somewhere. All
right, these are de novo proceedings. If we don’t like yourn
roposal...I mean, your ruling, we get to take it de novdg
Eo the Circuit Court. What I'm asking for you to do is if
yvou would please, if you’re going to rule against me, ruldg
hgainst me on the substantive issue of whether the 2500 foof
rule applies in these circumstances and do not make up somg
[orocedural gimmick that has never been publicized becausq
if youdo I will have to take that order to the Circuit Court.

I will then have the Circuit Court, and I would bet you 999
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[chey would agree, that you would have to published your ruleg
if you’re going to use rules of that nature. They will
reverse it and I still won’t know and neither will CNX if
Ichis body is going to apply this according to the words that
bre printed on the page. Not according to the words that

Mr. Swartz wants to impose on it. CNX definitely knows itg

ay to the General Assembly in Richmond. If they don’t liks
his and if they want o say only if it penetrates it, then
hey can go and do it. But if they do that then Mr. Ratliff’g

rganization is going to be able to express the concerns of

he coal owners at that. It will be a fair discussion an
it will be hashed out in the General Assembly with the ga
interest arguing their position and the coal interes
brguing their position. It should not be hashed out Db
simply changing the meaning of the clear statuts
[vithout...without that type of process, at the very least
A regulation. So, that’s my position, and, you know, accepf

it or reject it. It is what it is. There are two issuesg

efore you. Do you impose new procedural rules that havs
ever been disclosed that we have been given no notice of
nd that we have not operated under? That’s questions
umber one. Question number two, do you apply this statuts
y its plain meaning or do you add to it comma “only if ths

ellbore penetrates the coal seam owned by the objecting
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coal owner”. I would submit to you that every coal owner

as an interest in this issue. They would want to preservg

heir simulated rights in these...in these areas and not i
just specific tracts. Otherwise, why would they...wh
ould it even be in there? Why would 2500 foot even be i
here?

BUTCH LAMBERT: Well, thank vyou for taking the

otice issue back right around to where we were when we quif
his.

SCOTT SEXTON: I’'m just here to present the issues.

You all get to make the decisions.

BUTCH LAMBERT: That’s right. Telling us you will

ake it on to Court, that’s fine if that’s what you chooss
o do. But this Board, we make our decision and if you wan(

o take it further you certainly have that right to do so.

o make that statement right off the bat before we make
decision, you know, that’s...that’s your choice, I guess.

SCOTT SEXTON: Well, 1t was not intended a

disrespect or as a threat. What it was intended to say 1is,
can 1t go up on the issue that was at the informal]

fact-finding conference rather than some other issue that

either Mr. Swartz or his client nor me or my client argued.

obody raised this issue. CNX did not say they waivej

heir right. They should have presented it at the poolin
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order. This is a sua sponte issue that came up sometime
between when we argued and when the Interim Director, whqg
T don’t think was present at the actual hearing, wrote thse
opinion. All right, so if you want to talk about waiver,
CNX goes to the hearing. They have our written objections.
They don’t even argue that we’ve waived anything. Yet we

get some order in the Court...in the mail that says you’vs

aived everything. So, failure to raise a defense is g}
aiver if we’re going to start implying a lot of Common Law
in these proceedings without actual rules. So, my point
hough, Chairman, was not say...not to imply any disrespect
or threat. What I'm saying is could it please go up on ths
issue that we’re trying to get a resolution on because that
ftould be helpful whereas going up on is 1t incorrect tdg
create procedural rules (inaudible)? That was my point.

BUTCH LAMBERT: Any other questions or comments fox

Mr. Sexton?
(No audible response.)

BUTCH LAMBERT: Mr. Swartz.

MARK SWARTZ: I have a very colorful exhibit. I'nm

going to stand out here.
(Mark Swartz passes out the exhibit.)

MARK SWARTZ: This is a plat or a map of the unid(

[chat this Board created when we had the pooling hearing. If
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fout together the D-20, 21, E-20 and 21 units to create a 320
acre unit to accommodate this horizontal well. Just 4
couple of preliminary facts about the well. The wellbors

is at the very...is identified as the D20SH that’s shale at

he very...it would be the northwest sort of corner of thg
20 acre unit. So, that’s the wellbore. The coal that that
ellbore would penetrate then would necessarily be in thg

far northwest corner of that 320 acre unit. The red lindg

coming from that wellbore, which is now coming horizontall
from the wellbore that proceeds in a direction generall
from the northwest to the southeast, that red line, is, yo
[know, several 1,000 feet and it proceeds horizontally a
depicted on this map. The Dblue portion of this ma
represents the coal in which Mr. Sexton’s clients have a
ownership interest. So, you can see that the wellbore doe
lhot penetrate any of their coal and is, 1in fact, severall
1,000 feet away from any of their coal. In addition, ths
red line demonstrates that not only does the wellbore nof
[oenetrate their coal but the objecting party’s coal is nof
over the top of the horizontal leg of this well either.
jWhile I had some time, as Mr. Sexton was finishing up, I went(
[co the permit application and looked at...to try to give g
little better answer to the question that he raised with theg

depths and so forth. The permit application showed thsg
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stimated depth of the completed well on form DGO GO9E aqg
6570 feet. You know, the estimated may well have been... ]
on’t have that a available to me. And then when I look af
e coal section piece of the permit as well, it shows th¢g
ocahontas 3 seam at 2,039 feet. So, basically there’s
b ...you know, a 4300 foot separation between the P-3 sean
bnd the vertical leg is 4,000 feet below that. But, of

course, you know, the vertical leg of this well doesn’t get

nder the blue coal either. $So, in terms of just kind of
itting the factual stage of where is this well, where ifg
he coal that Mr. Sexton’s clients have an interest, that
is accurately depicted on the exhibit that I have given you.
nother point that I want to raise preliminarily is I wenf
nd looked back at the...at the pooling order here and, yoy
now, we need to...probably need to do some thinking about
hat happened at the pooling hearing in this case. Thse
ooling hearing was held, let me see here, on...I should bsg
ble to tell from the order here, on May the 17th, 2011.
ow, this is a...this unit that we’re talking about here is
he kind of unit that guys create one at a time. It’s nof
ike the Oakwood Field or the Nora or the Middle Ridge whers
e come in and we’ve already got a unit, okay. So, ths
bpplication that we filed and that we mailed to these thres

companies that they all signed for didn’t just seek to pool
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b unit. It seeked...it sought to create a unit, okay. Ths

ooling order that was entered actually talks about thg
elief requested, but then it has a part relief granted. I

he relief granted on May the 17th item one is, and this i]
from your order, Y“The Board hereby establishes subject
drilling unit pursuant to Virginia Code 45.1-361.20 and to
[oursuant to Virginia Code 45.1-361.21(C3) you designate CNX
bs the operator.” It goes on to say, “CNX as operator ig
buthorized to drill and operate well number D20SH in ths
subjected drilling unit at the location depicted on the plat
httached hereto”, and there was a well located on Exhibit
B. Now, let’s go to the exhibit that Mr. Sexton gave yoy
211 and he talked at great length about the pooling hearing,
bkay. Well, you’ll notice that...I don’t think he evern

mentioned the hearing to create the drilling unit when hsg

as making his remarks to you. But if we look at 361.12 if

ays, “If the well operator and objecting coal owner
resent or represented at the hearing”, now what kind o
earing, “to consider the objections to the propose
rilling unit and not the pooling.” The proposed drillin
nit or the location. So, at this pooling hearing that w
ad on May the 17th that we mailed them three sets of notice
hat they all signed for, it wasn’t the typical poolin

earing under the Oakwood rules, the Middle Ridge rules or,
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you know, the Nora rules where we’ve already got a unit. It

as a two-part. It was, one, please permit...please creatq
his unit for us and then if you choose to do that, pleasq
ool that unit. You know, this statute specifically
pplies to the situation that we had on May the 17th. If

ou’ re going to create a drilling unit and a coal owner showsg

p at that hearing to create a drilling unit, and it say
hat, it’s not to pool a unit, it’s to consider objection
o the proposed drilling unit or location. They had a
opportunity to come to that hearing to object to this unit.
That it was too big or too small or whatever. They had a
opportunity to object to the location and they didn’t. This
is not some rule that the Director made up out of thin air.
I mean, we’re not talking about making stuff up here. Thig
is a Virginia statute. Now---.

SCOTT SEXTON: Mr. Chairman, I hate to interrupt,

fout T do need to note an objection just because...and therj
[’11 stop. I would like tonote an objection that Mr. Swartg
is raising an issue that he did not raise at the informal

fact-finding conference and he is prohibited from doing tha(

nder...under the rules for this appeal and he has moved welll
eyond anything contained in Mr. Cooper’s opinion which did
ot focus on the fact that this was a creation of a unit.

I think it dealt with the pooling aspects, which was wha(
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fvas discussed. So, I simply note that for purposes of ths
record that Mr. Swartz has gone well beyond that and he’s
brguing new issues that were not presented at the informal
fact-finding conference.

BUTCH LAMBERT: Your objection is noted, Mr.

Sexton. I’'m going to let him continue because you gave u]
your explanation of 45.1-361 and I’'d like to hear hi

interpretation as well. I think the Board probably could

enefit from that as well.

MARK SWARTZ: So, 1in a nutshell, a differencd

etween...there’s a tear in the vortex here, okay. Mr.

Sexton 1s on one side of the tear and I'm on the other sidd

of the tear, okay. And the dividing line is...and ofte]
then I hang with Mr. Sexton, I feel 1like I have bee
ransported through a vortex, you know.

SCOTT SEXTON: Your vortex i1s getting tarnis—.

MARK SWARTZ: But in any event, the difference...d

difference...a significant difference between the two of us

on this issue is what was the relief that was sought at theg

ooling hearing? I mean, what were we asking for? What did
he Board give us at that pooling hearing and, frankly, thse
oard created this unit and it authorized us to drill at thig
location. So, it was the perfect time for a coal owner tg

show up and say we have a problem. So, the suggestion andg
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his 1s what provoked the objection, I hope it doesn’(
rovoke it all over again, but the suggestion that Mr.
ooper, you know, made up some new rule here and then stuck

hem with it to deny their objection is just flat wrong. T

mean, this is a Code provision. It has been on the book
since 1990 at least and it says what it says and when yo

compare it to what occurred at the pooling hearing and th

earing that created this unit, you can see that the sectio
ould have applied at that hearing if they had come to th
earing, okay. ©Now, I will tell you that I have made...yo
now, in terms of talking about new concepts, you know, I
ave been doing this for a while. I am told that I’ve madq
bjections on behalf of Island Creek and others in the past

nder the coal veto rule. I'm sure...I mean, I don’f

remember specifically, but I'm sure that I have. But I ca

pssure you that I have never on behalf of one my clientJ
objected wunder 361.12 unless the wellbore actually
[penetrated my client’s coal. Then we sort of get back tdg
1s there some confusion as to the 1intention of ths
legislature in creating this regulatory scheme here. il
mean, we have permitting provisions that require notice tg
coal operators within a certain distance of a well. We havdg
Eermitting'requirements that require you to obtain a conseny

o stimulate if you’re going to be messing with a coal seam.
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e have all of those notice requirements related to

ermitting. We have requirements with regard to who do youy
Eotice when you’re creating a unit as we did in this case.
When you look at the statutes collectively that ths
legislature passed with regard to conventional gaqg
development and coalbed methane development in the context
of what did the legislature have in mind with regard to coal.
There’s no question that when you look at the oil and gag
bct in 1998 the legislature clearly shows us that they wers
concerned that they put in place some mechanisms to allow

coal owners and coal operators to mine their coal and to not

lhave it sterilized or unfairly sterilized or their right
limited by oil and gas development. I mean, the 2500 foo
rule or coal veto, in addition to the other limitations o
01l and gas and coalbed methane development, clearl
indicate that the legislature intended to give somg
additional protection to coal operators to allow mining.
Now, let’s look at Mr. Sexton’s argument because I’ve kind

of come...so, I think we all know...at least I feel like wdg

should all know what the legislature had in mind and the
really intended 361.12 to afford some safe haven o
[orotection to coal owners and operators. What Mr. Sexto
s saying though is that it is reasonable to pretend, assum

or think that the legislature when it passed 361.12 intende
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[co protect every coal owner in the universe, okay. Meaning,
it doesn’t...this well doesn’t have to through your coal.

The legislature didn’t really have that in mind. TheyW

eren’t worried about protecting coal that wells weng

hrough, they were worried about protecting coal ownersg

herever they might be. The West Virginia State line i

retty close to this well, okay. I live in West Virginia.
own fee in West Virginia. Can I come in to a permittin
earing...a hearing to create a drilling unit in Virgini

nd say, you know, I may own some coal as part of my fes
interest that I have in West Virginia and I'm going to object
nder the 2500 foot rule. Well, if you read the statute liks
r. Sexton is suggesting it should be read, everybody in thsg

nited States who might have a coal interest could come tQg

hearing in West...in Virginia and say, you know, I got o
he internet and I was surfing and I discovered there wa
oing to be a permitting hearing today or a unit was goin
0 be created today and I thought I would come and object
nder the 2500 foot rule. That’s absurd. There is no way.
here is a fair amount of...I’'m not going to wear you ouf
ith this, but I think sometimes...I think sometimeg
egulatory bodies such as yourselves forget that you really
erform the same function that Court’s perform. I mean,

art of Mr. Cooper’s job and part of your job is to take ths
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statutes that the legislature gives us, to take the fact
[chat you have on the table in front of you and to make

decision whether the statute applies or how it should apply.
So, you know...and this applies for every regulatory boar
in this state. I mean, it’s common. You know, you have the
discretion and the jurisdiction to take the laws and apply
[chem to the facts within your purview. Just like Courts,
you know, you should be attentive to the breath of yourn
decisions and whether or not they make sense. I’'m just

going to share a couple of things with you from ths

dministrative Law Provisions and Construction Provisionsg
hat actually apply, you know, in...in Virginia generally
0 bodies that make decisions like the one that Mr. Coopen
made and the decision that you’re being asked to make.
There’s a Virginia case, it’s a 1926 case, Tobacco Growerg
versus Danville Warehouse Companies, 144 VA 456. I really
like this case because of what it says and also that it relieqg
on a West Virginia case, for goodness sakes, to get to theg
lpoint that it wanted to get to. But is says, “The limitg
of application of a statute are generally held to bs
coextensive with the evil for a purpose it was intended tg
suppress or effectuate.” It goes on and says, “They neithern
stop short of nor go beyond the purpose the legislature had

in view.” What I'm suggesting to you is the reasonabldg
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urpose that I think that we can all assume the legislaturg
Ead in view when they passed 361.12 was to protect coal]
operators whose coal was penetrated by a wellbore and nof
B coal operator in some other place or some other state oy
some other county or whatever. The same...in Michesg}
[Encyclopedia talks about results thus where a literal
bpplication, which is Mr. Sexton’s application, of the
language used in a statute would lead to an absurd result
it is the duty of the Court or the administrative body to
construe statute so as to avoid such a result and adopt 4

reasonable construction within the legislative intent and

urpose. The last comment, if a statute is susceptible of
wo constructions, that one should be adopted which gived
it a sensible operation. So, a construction of a statute,

hich makes its meaning intelligible and plain, is to bs

dopted where when any other meaning is attempted to be give

o0 the statute the statute becomes inconsistent, confuse]
and unintelligible.” So, in summary, I would say I thinKk
361.12 from its actual wording shows an intention that if
can be employed at a hearing where a unit is created, okay.
So, 1f they had come to that hearing, they could havdg
cemployed 361.12 to object to the creation of the unit. 1IY
can also be used to object to the location of a well, whicH

[ras addressed by this Board at that very hearing and thqg
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oard order allows the well to be located. So, you know,
e’re not talking about pooling hearings. We’re talking
bout creating a unit and having an opportunity to object
hen a unit is created and having an opportunity to object
hen a unit is created and a well location is determined.
You know, they didn’t show up for that hearing and they
should have. So, by the time the case finds its way to Mr.

Cooper’s predecessor for an informal fact-finding hearing,

e already had a board hearing. The board has already said
ere is the unit and here is the well location. They camg
in front of him and say, well, we don’t like the location.
is response is guys, you know, I work for them. I mean,
ind of. You know, they’ve already made this decision.
You didn’t show up at that hearing. They’re claiming it’d
A big surprise to us that we needed to go there. Well, theg
statute is pretty clear. So, you know, they didn’t object.

They didn’t show up at the hearing. We’ve got a board order

hat authorizes this to occur and we have the Division of
as and Oil saying, look, you know, these issues have alread

een addressed in appropriate manner. As far as he coulj
ell, notice was mailed, as it should have been, to thres
ompanies and not just one, none of them apparently found
heir mail in time to appear. So, you know, I would

encourage you to think about this. But it’s obvious that
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Mr. Cooper spent a lot of time thinking about the statute,

fthich clearly applies to hearings in which drilling unit
bre created, and I would encourage you to as a

bdministrative body that has discretion to apply statute

o the facts. To think about whether or not it is sensibl
[o apply this statute to block conventional oil and ga
development when the wellbore does not penetrate the coal
of the objecting party when in fact their coal is severall
1,000 feet and when in fact the horizontal leg of this well
doesn’t even go under their coal. Is that a sensible
butcome in this context? I would suggest that, you know,
if you think about all of this the reasonable application)
of 361.12 would seem to me to require that a coal owner oy

bbjecting party show up and actually say, you know, it’fd

going through my coal and it’s going to have some effect o]

me. So, I could go on and on and on, but generally speakin

hat’s where I’'m coming from.

BUTCH LAMBERT: Any questions for Mr. Swartz fror

he Board?

BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: Mr. Prather.

BRUCE PRATHER: I notice on your map here, Mark,

Ichat there are three wells that are drilled. One is outsidsg

of this unit. There are three wells, E-21, E-20 and C-20.
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coalbed methane well probably in the Oakwood. I mean, I'm
just assuming from the mapping here. You’ll see that that’d

relatively close to their coal. So, my guess 1s that w¢g

5 unit at that point and we wouldn’t have been---.

re those wells drilled? 1If they are producing, each ons
f these wells had a part of this blue acreage that is inj
hat unit. Was it anytime during the negotiations on thesdq
nits that they come up with this 2500 foot ruling? 1In othen
ords, they had to...they had to make a ruling at that timg
hether they wanted to participate or what as far as thoss
hree wells are concerned.

MARK SWARTZ: Right. I'm not—---.

BRUCE PRATHER: I mean, I go the impression that

his was a new thing that had never happened to them before.

MARK SWARTZ: Well, I’'m just going to stay with

-21, okay, the well in E-21. 1I'm thinking that that’s 4

ould not have had to create the E-21 unit, okay, becauss
hat was a pre-standing unit. So, if this is not a voluntary
nit and we came here in a pooling, we would have...w§
ouldn’t have been creating and we would just have beern)]
oling so that the unit...you know, the 361.11, you know,

ouldn’t...we wouldn’t have been in front of you to creats

BRUCE PRATHER: I understand that.

MARK SWARTZ: But we would have had to give them in§
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lhotice in the permitting application---.

BRUCE PRATHER: Right.

MARK SWARTZ: —-—-because I think...because I'n

guessing that their coal would be within the frac rangs

ithin the 750 feet and there’s also a 500 foot requirement.
o, terms of the permitting process, we would have had tg
ave given these parties notice and they would have an
obpportunity at that point if they had chosen---.

BRUCE PRATHER: Do you know whether they objected

bt that time?

MARK SWARTZ: Well, if they had used the 2500 foot

rule we wouldn’t have drilled that well because it’s pretty

much your debt, you know. I mean, if...well, actually if

hey had used there they probably...because it didn’t gg
hrough their coal, they would have used the consent to
timulate. But, you know, they would have got notice if
hey had objected to that well based on a consent to
timulate. I’m assuming what the scale probably is herd
hey went within 750 feet. But that well did not go throughj
heir coal. ©Now, I don’t see any wells mapped on here that
are through their coal. So, I can’t really---.

BRUCE PRATHER: Well, that C-20 was going throughy

[cheir coal up through the north. That’s in their---.

MARK SWARTZ: Oh. Oh, okay. Yeah. They would
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lhave had...obviously, they would have had a 2500 foof
objection to that one and also 20A presumably a consent to
stimulate objection.

BRUCE PRATHER: Okay.

SCOTT SEXTON: If I may address that, Mr. Prather.

The coalbed methane, all of our coalbed methane is unden
lease to Mr. Swartz’s client. 1In that lease, we waived ths
500 foot rule, we gave consent to stimulate and we let then
Jet carte blanch to do whatever they want to do to producs
[che coal methane. We have contracted away our rights.
This is not a coalbed methane well application. This is ths
first well application that we’ve been aware of that was g
conventional well application. Mr. Swartz’s client havse
chosen with the conventional to enter into a lease with ouf

co—-tenant on very generous terms and they have chosen not

o0 enter into a lease with us. So, in other words, they ars
he ones who have created this brave new world of not having
he contract right to do it. All right. So, I just don’t
ant you to get caught up on it. It’s very different fron
b coalbed methane well. They came to us and got a lease back
in 1989 and they have been producing our gas every since.
With the conventional they don’t want to come to us and gef
A lease. So, they have chosen to not address these issueqg

by contract. But as Mr. Swartz is very, very well awarg
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[chere is nothing...we could not come in on E-21 and make 4
500 foot rule. We waived in the lease. We cannot object
on a consent to stimulate. It was waived in the lease.
That’s what responsible operators do when they canj
fparticularly with coal owners owning 30 something thousand

acres. If you can get a lease from them, we’d go ahead and

do it. And so in this instance what we believe CNX is tryin

o do is strong arm us through this board and come up witj
Ehese things. I think it is very important after...aften
Mr. Swartz did this great job to note he wants you to focus
on the blue at the bottom, all right, and he says it’s far,

far away...far, far away. Look at the blue at the top, all

right. This proves my exact point about how our coal get
mined. Not any of this coal has ever been mined, not th

yellow or not the blue. Now, if I want someone to mine m

lue coal down here on the bottom, do I expect them to pic
p shop and go sink a new shaft up here at the top some, yo
now, 3,000 feet or do I expect them to do what they alway
do and that is...and that is advance underground in that coal
seam through whoever owns the yellow? But I know this, T
own the blue and a lot more blue up above that. So, what
I want them to be able to do and what our client wants tg
foe able to do is develop a mine plan that is efficient. Now,

I counted...and there are 14 wells between my blue on ths
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ottom and the relatively close blue on the top. We all knowW
these are 80 acre units, so start doing the math. You’vs
got to be...you pretty much have got be sloman skier to mine
coal through that. All right. And what we’re saying ig
[that’s the reason we have the 2,500 foot rule. It’s
certainly not because we care about where the horizontal arm
of this thing goes through the Huron shale. We couldn’t

care less. We couldn’t care less. It’s not the issue. Ths

hole...Mr. Swartz’s point was to show this little arm o
the bottom coming up. That’s not the point. What we car
bbout is the part that goes through the coal seam within 250
feet because it makes it less likely that you’re going t

mine my coal. So, that’s...that’s the point. This issu

hat Mr. Swartz raises is that the 2500 foot rule can onl
e raised at the pooling order now that’s a new...that’s

ew argument if that was what he said when he’s saying tha
1 f the pooling application is creating a drilling unit the
hat is...that’s when you...and only when you can raiss§
hat. That is...that I don’t believe is correct because the
ocation of the well is set finally and permanently by thsg
ell application. If there was a one stop shopping whers
ou got your well location and your well permit and youn
ooling and your unit creation all at that first pooling

order then there would not be a need for the pooling for ths
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ermit for a gas well. There would be none of that. Yoy
Eould not need that. As a practical matter, since I feel
l1ike we are being...you know, there was a mistake made. Ws
don’t know why we didn’t get notice this pooling
bpplication. I told you we were very anxiously watching for
it. But I feel like it is being portrayed as some kind of
moral culpability like that we were just, you know, asleep
and eat bonbons and should have noticed that. But I want
[co point out to you some of the dates at issue, all right.
The application for this well permit...this well permit was
filed May the 10th. That’s recited in Mr. Cooper’s opinion,
May the 10th. The hearing on the pooling order was not until

May the 17th. Although Mr. Swartz read from an order thaf

e says created the unit and the pooling application, I’
illing to bet that that order wasn’t created for several
onths after May the 17th. I’'m just going out on a limb oryj
hat that the order was not even in existence when we went
efore Mr. Asbury and made our informal fact-finding. Wsg
got...we filed our objections in May, all right. We filed
our objections, lets see what did he say, on May the 23rd.
There was nobody asleep at the wheel here. We were paying
pttention to the things that we actually had found. So, wqg
filed our objection to the well permit. Then we had ourn

lhearing on June 11...I mean, June 21. I, again, will
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suggest to you that in all likelihood that was well befors

any order of this board was actually entered. So,

[chis...there was a purpose of the hearing. It was just

central location and to authorize the permit for the well.
So, the fact that it’s contained in an order that wa
subsequently issued on an issue that is probably eve

covered at the pooling application. Anyway, I wanted to

ring your attention to that. And, also, I think
hat...now, this was an issue that Mr. Swartz raised at ths
earing. He made the same argument that somebody in Utahy
could come in and object to this 2500 foot rule. He---.

MARK SWARTZ: I didn’t use Utah as an example.

SCOTT SEXTON: ---didn’t use Utah, but some other
state.

MARK SWARTZ: (Inaudible).

SCOTT SEXTON: There was slight tear in the vortex
At that point. He did make the same argument. That'’s
bbvious nonsense. We are parties who have an interest. W¢g

own coal beneath the unit which has been pooled. We arg
entitled to notice. We got notice and that’s why ws
bppeared. This hearing is to cause you to speculate abouf
[thether or not the Director would actually pay attention tg
somebody from California or West Virginia even. I'd

suggest maybe they would pay more attention to Californig}
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[chan West Virginia. 1In any event, there is a...that’s just
b red heron. Somebody had to have a reason and it would bs
very easy to blow off somebody who came in and said that the

fvanted to waste your time because they owned property ij
Sierra, Nevada and feel like they have some affinity to the
coal 1in Virginia. That’s a non-issue. What needs tg
lhappen is the statute needs to be applied by its terms. T
can tell you this, I have been in a situation now where wsg
represented GeoMet back in 2005. Mr. Swartz’s client would

rather pale at the pope than let another gas operator in.

ack at that time gas was trading very high. We snuck
hrough without their objection some pooling applications.

think Mr. Harris you probably remember this. We had thoss
ooling applications. We got them done by the Grace of God.
e had like 10 of them, all right. Then we started doing
he well applications. Well, up shows Island Creek Coal
Company visa via Mr. Swartz for the first time and said, T
cxcept that we’ re not going to give you consent to stimulatdg
and except your 2500 foot rule. All right. We went round
and round. It was all about well...are they really a coall
operator if they’ve got a mine plan. Perhaps, Ms. Pigeon,
you remember giving evidence and saying, well, I’vdg
researched and they do have X number of mine plans in ths

hrea and blah, blah and blah and so forth. It was about P4.
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e won—-—-.

SHARON PIGEON: That was 1in response to you allj

estifying they did not have any.

SCOTT SEXTON: Right. We won...we won before thg

irector and then we won before this Board, but then we lost
efore the Board, you know, after...after it got reheard,
bfter a great delay in entering the order. But the point
of that is that in all of that time nobody said, well, they
can’t come forward and raise an issue at the gas well permit
fbecause they haven’t raised it at the pooling application.
They didn’t raise any objections to a number of those pooling]

bpplication as I recall. But this Board certainly say fit

o overturn the Director’s decision granting us a well
ermit later on issues that had not been raised at that

nderlying pooling application. I’m just point it out that

hen I say that there is a long history of not applying thi

rule, I have been a personal witness to a portion of tha
long history. Not only is there not a rule, not a regulatio
and not a statute, but I would suggest to you that ths
Ioractice that I'm aware of and I haven’t been here everyday
like Mr. Swartz but the practice that I'm aware of iH
consistent with my statement to you that this would be new
if the Director’s basis is upheld.

BRUCE PRATHER: Mr. Sexton, I heard in yourn
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statements just a moment ago that something that troubles
me . I'd like for you to clarify it, please. You wers
describing lease and lease terms and vyou said that
your...when you sublessees or somebody got more lease termg
[chan what vyou’re going to get and therefore you’rs
objecting. Could you explain that a little more because tg
me you’re asking...you’re asking this Board because yoy
didn’t your lease terms to deny this hearing.

SCOTT SEXTON: It’s a very important term that I'm

going to ask you all to pay attention to. Not lessee and
jhot sublessee, co-tenant. Imagine a situation in which yoy

own two-thirds of 38,000 acres and Ms. Pigeon owns one-third

of the 28,000 acres in mineral. Ms. Pigeon goes and entere

into a lease for that. You do not. That’s the situatio

e’re in. If you own a two-thirds undivided interest 1i
00% of 1it, there is no like map that shows here’s my
wo-thirds and here is one-third. I own two-thirds of all
of it. Those are the facts that we are in. We are nof
complaining to you and saying to you please enter us a lease.
e don’t have a lease. That’s what we’re saying, forx
cxample, to Mr. Prather. We say why is it that we didn’(
object to the CBM wells because they contracted with us and
gave...and asked us to waive our rights. They have not dong

[chat here. We don’t have a lease. I also gave you that
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xplanation. That’s why we’re watching the pooling order
ecause one day, and I'm sure fruitless so, I will appeaq
efore this Board and I will say, give us better terms thar§
he same ones that you’ve been imposing on deemed leasgq
interest for the past 20 years because I will be able to say
T have a very good example. This operator has given to my
co-tenant a 20% royalty interest and a no-deduct lease and
b very aggressive drilling schedule. I don’t care about the
drilling schedule. But I'm not one to be greedy. But my
coint is, that’s why I had wanted to explain to you. I feel
as 1f you’re looking for some bad motive in everything I’'nm

saying. I’'m just trying to explain to you why it is we wers

tatching and we’re very disappointed that we did not notsg
he filing of the pooling application. So---.

BUTCH LAMBERT: No, I'm not looking for anything...

like you say, any negatives here. I'm just trying tg

nderstand why you’ re wanting us to deny the decision of ths
irector. When you come in and state, well, it’s really
ecause we didn’t get the lease terms that we wanted. T
don’t know how this Board can help you do that. It---.

SCOTT SEXTON: If you hear me saying that, pleasqd

don’t because that’s---.

BUTCH LAMBERT: Well, that’s why I asked vyou.

That’s why I asked you the question.
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SCOTT SEXTON: ---what I'm saying. I'm Jjust

xplaining the context of why we looked for the pooling orden
nd why we have not waived by contract as our co-tenant hasg
he right to waive the 2500 foot rule and any associated coal
rights.

BUTCH LAMBERT: Well, let me ask you another

question. Let’s go back to your mine plans. You'’re not ary
bperator. You’ve stated that.

SCOTT SEXTON: Right.

BUTCH LAMBERT: But you lease your coal to

Consol——-.

SCOTT SEXTON: Island Creek. Island Creek.

BUTCH LAMBERT: -——or Island or whoever. 11

you’ re going to tie this yellow in with the rest of your bludg
lbp here, would C-2...would E-21 make a difference in youry
mine plan, and 1t’s in the coal seam?

SCOTT SEXTON: With which one?

BUTCH LAMBERT: E-21. They would have to connect

in order for you to tie that altogether.

SCOTT SEXTON: This are very different wells.

These actually aid mining. These frac wells that are dons
in advance of mining they actually help the process. As yoy
mine through that, that will become a gob well.

BUTCH LAMBERT: I understand that.
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SCOTT SEXTON: So...s0, this is...most of...most of

hese in here like that you see one of them was, in fact,
rilled as a drainage well or ventilation well. So, what
appens in this situation---.

BUTCH LAMBERT: But my point is though Mr.

Sexton—---.

SCOTT SEXTON: What is the point?

BUTCH LAMBERT: ---and I'm trying to understand &g

little better here and now help me.

SCOTT SEXTON: I---.

BUTCH LAMBERT: If vyou’re mining through E-21,

lthat’s a frac well in the coal seam, what would be ths
difference in mining through that well than mining through

just a wellbore up at D20SH? You’re still going to have tg

ork with the gas operator to---.

SCOTT SEXTON: You are not going to mine throug

20SH. You'’re going to mine around D20SH. That’s...tha
is not going to be mined through. These...these frac well
111 be mined through. If it’s consistent with the min
lan. For example, I mean, if they plan tomine coal in tha
rea they will mine through it. You will not mine throug
20SH. That’s a...that’s a potentially...in Dickenso
County I think we’re saying a 60 year...a 60 year life o

conventional wells is what we’re looking at. We’ve got somg
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[chat are 69 years. So, that well is going to stay there and
you’ re going to have mine around it.

BUTCH LAMBERT: Do you have any other horizontal

fvells in your clients’ coal seams that you know of?

SCOTT SEXTON: If so, it’s only the ones that we’vg

bccidently missed. I think there may be one, but I may bs

rong.

BUTCH LAMBERT: Well, then I’'1l1 ask Mr. Swartz.

re you aware of any other conventional wells through thein
coal seam.

MARK SWARTZ: I think there are units that we havdg

conventional wells that they’re in, but I don’t...1]
don’t...I’'m not aware of the precise question that you’rs
asking, where the wellbore---.

BUTCH LAMBERT: Where it actually penetrates---.

MARK SWARTZ: -——-because we try to locate ourn

stuff where we have agreements with people, you know.

BUTCH LAMBERT: For the Board’s information, I du

p a document with some help dated May the 13th, 1981. I
Eas a committee that was formed with the o0il and gas an
coal...along with the coal and was termed “An Inter-industr
Technical Committee Tentative Agreement on Virgini
IProposed Oil and Gas Legislation.” In that document under

item number six, and I’'1ll read this for the Board’s
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information, it says, “The coal owner, operator or lesses
can object to any shallow gas well not deeper than the top

of the (inaudible) or the base of the Devonian shale or 5,000

hich is deeper an application which is within 2500 feet of
ny existing well.” The members on that committee at that
ime I think what they were trying to do in reading the entirs
ocument is they were trying to prevent the situations that
e’ re hearing here today. The members of that committee was}
Joseph E. Campbell, J. J. Cox, R. L. Dodd and B. D. Hagery
from the Gas and Oil. The coal members were Gerald Berella,
Jack Emibosh, we hadn’t heard that name in a long time havse
lve, Lou (inaudible) and Glen F. Phillips. So, I think thers
is some history after researching a little further and

looking at what the intent of 45.1-361.12. I just offen

his up for information to the Board that, you know, it’s

ot like we’re hearing from either side that this 1
omething new that was never thought about or the intent o
hat this might be. But, in fact, this same issue has bee
considered as far back as 1981. So, I'd just offer that a
some information and not as anyway to influence the Board’
opinion, but something that just came to light as I wa
researching and preparing for this hearing.

SCOTT SEXTON: Did you ‘81 or ‘91? I thought---.

BUTCH LAMBERT: ‘81. It was May of '81.
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SHARON PIGEON: And I’d point out that the statutg

[chat you’re referencing 45.1-361.12 or whatever version if
originally was enacted as was enacted in 1982.

BRUCE PRATHER: Mr. Chairman, could I make 4

comment?

BUTCH LAMBERT: Mr. Prather.

BRUCE PRATHER: It has always been my impressior}

since I’ve been on this Board that when we deal with thesd
drilling units that when we make our decision it’s based

strictly on the unit. These ancillary things which would

e the contract between the two parties I don’t think hasg
nything to do with our decision within the confines of this
nit. I mean, I can look at this and I can say that the coal
hat they have in the blue is not affected. So, if our mainj
interest is strictly within that unit, I don’t see where wsg
ave a...I mean, we’re talking about things that are outsids

he unit. We’re talking about agreements, just on thdg

easing and this, that and the other. We don’t deal wit
hat or that’s my opinion.

BUTCH LAMBERT: Any other comments from the Boardr:

DONNIE RATLIFF: Mr. Chairman. So, the agreement

from ‘81 basically says that if you below 5,000 feet the coal
veto is invalid. Is that---7

BUTCH LAMBERT: I think that’s my interpretation.
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DONNIE RATLIFF: In summary, that’s what thig

bgreement was prepared and done for.

BUTCH LAMBERT: And then shortly after tha(

agreement was signed, I think as Ms. Pigeon pointed out---.

DONNIE RATLIFF: And then that session is when—---.

SHARON PIGEON: The next session of—-—-.

DONNIE RATLIFF: Yeah. The next session.

SCOTT SEXTON: Is that an agreement or is that just

5 memo from a meeting?

BUTCH LAMBERT: This is the working paper from ths

Dil and Gas and Coal Inter-Industry Technical Committee.

SCOTT SEXTON: Was this some form by the General

ssembly to study this or something?

SHARON PIGEON: It says, “The Proposed 0il and gaqg

7

egislation.” on it. I don’t know.

SCOTT SEXTON: If you all will tolerate it for jusg

one second I will point out that since then you have had,
obviously, the Act which has to be read as it is. Generally,
I’11 give you the...as far as I know the legal rules on that.
The...unless it’s ambiguous you cannot look at legislativdg
history. That’s not legislative history 1if it’s somg
committee that doesn’t deal with the actual enactment of thsg
legislation. Since then there was the gas act that wag

cnacted, which again contains this section and authorized
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this body to establish regulations and rules and orders,

one of which have dealt with this issue to my knowledge.

So, the...I would suggest that to reach back to somethin

from 1981 when, in fact, this Board is empowered to giv

ublic notice, deal with issues by regulation, field rule
nd that sort of thing would be...it would be quite a stretc
o do that. In this case, if that’s what...if that’s wha
he gas industry wants to do, 1if they want to have

iscussion with members of the coal industry and talk abou
hat the coal veto means and talk about that in front of yo
11 and propose a regulation, that’s exactly what should
appen. But it shouldn’t...in my opinion, it shouldn’(
just be by a fee act. Well, that’s that CNX wants the answerq
0 be today and then they may not want it to be that way whenj
1t’s Island Creek and they’re trying to block anothen
operator. So, there’s certainly a feeling or whipsaw, maks
it up as you go, when you’re sitting in this sit. So, ths

solution to that is to follow the specifications in the Codg

and establish regulations. If they are correct, then yo
511 will have no problem granting that regulation and the
[chat will be a rule that everyone will know about and the
can follow it and it will not be an arbitrator rule that i
merely imposed upon some and not on others. That’s what 1

frould suggest is the proper way to accomplish that result.
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obody is going to get harmed. CNX can certainly come back
nd amend after they establish either by law or regulatior§
he type of rules that they are wanting to establish.

BUTCH LAMBERT: Mr. Swartz, anything further?

MARK SWARTZ: I heard Mr. Sexton say just a momendy

bgo that my story changes depending upon the result that I

ould like to obtain. I would just state, and you can sort
f harking back since I’'m here regularly, my clients and ]|
ry to have one consistent view of what we think the law ig
nd we apply that when we come before you. My story doeg
ot change. It was what it 1is. I mean, I have mads

objections on behalf of coal operators in the past and I havs

made those objections when the wells have penetrated mj
client’s coal. I have not made those objections when well

do not penetrate my client’s coal because I have never

elieved that this statute was intended to protect peopls
hen you’re looking at a map and it looks 1like this. Ths
ther thing that Mr. Sexton said a while ago that I do nof

elieve I said today. I did not say and I do not believs

hat the only time a coal owner can make a 2500 foot objectio
is at a pooling hearing. I didn’t say it. I said I thin
A coal operator can make a 2500 foot objection at a hearin
[co create a unit and at a permitting hearing. I did not talk

in terms of pooling. With regard to the example that he gavdg

60




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

ith GeoMet, those were all Oakwood units. You know, yo

eren’t holding the hearings to create units. Those unitj
ere already created. Island Creek had coal leases undern
hose units. So, that’s all. I just wanted to make surg
T responded to those three items.

BUTCH LAMBERT: Any questions or comments from the

Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion on the decisio

of the Division Director Mr. Rick Cooper?

BILL HARRIS: Mr. Chairman, before we entertain

motion, can we hear from Ms. Pigeon about the...her ideasg

or take on all of this? I know that’s not very professional,

ut-—-.

SHARON PIGEON: Well, I do have a couple of

houghts. Both of these gentlemen have obviously got good
arguments. But, again, the decision was made on the basig
of the waiver of having not made the objection at the firs(
opportunity. I would just point out, number one, that ths
statute that Mr. Sexton is relying on 45.1-361.12 is located

in Article T of the Gas and 0il Act. Those are the general

rovisions that apply to all of the proceedings whether it’ s
oard proceedings or permit application proceedings.

rticle II then is specifically about Board proceedings.
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rticle IITI then is specifically about the Division and the
ermit application proceeding. Article IV 1is about
replacement of water by coalbed methane well operators.

So, by it’s general placement in the General Article 1

rovisions it seems unquestionably meant to apply to botH
Eooling and permitting hearings. I think that there’s ng

question that that’s what the wording saying so that at your

first opportunity you are to bring whatever objection yo

might have. As far as making up new rules about waiver,

aiver Common Law concept it’s part of the law. The Commo
an was 1incorporated into the Code exception 1-200 very
specifically. The common law principles are part of the
law. That original enactment was 1919. So, maybe Mr.

Sexton hasn’t had a chance to look at it yet, but it is there.

s far as the definition of a coal owner, which is good, I
ike to look back at the definition, a coal owner means “Any
erson who owns, leases, mines and produces or has the right

o mine and produce a coal seam.” Obviously, Mr. Sexton’s

client falls into that category. That is again addresse
specifically in the statute. But we also have a definitio
for coal seam. Coal seammeans “Any strata of coal 20 inche
or more in thickness unless a strata of less thickness 1isg
being commercially worked” excuse me while I wipe my nose,

“or can in the judgment of the Department foreseeably bdg
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commercially worked and will require protection if wells ars
drilled through it.” That definition seems to work back
into Mr. Swartz’s interpretation. Both gentlemen have good
arguments for their position. So, I think Mr.
Cooper...Division Director Cooper’s decision based
(inaudible) 1is well founded.

BUTCH LAMBERT: Anything further, Mr. Harris?

BILL HARRIS: I'm sorry?

BUTCH LAMBERT: Anything further?

BILL HARRIS: No. I was just confirming...

(Bill Harris and Bruce Prather confer amondg|
Ichemselves.)

BUTCH LAMBERT: Okay. Any further questions or

comments?

BILL HARRIS: No. Nothing further.

BUTCH LAMBERT: Okay. Again, I’11 call for j
motion to either accept or reject the decision of the Ga
and Oi1l Director Mr. Cooper.

BRUCE PRATHER: Mr. Chairman, couldwill be a 1littlse

more specific on where this decision comes from?

BUTCH LAMBERT: That comes from the Divisiony

PPirector Rick Cooper.

BRUCE PRATHER: Right. But, I mean, if we’ve gof

g document here that I think should...otherwise you’ll
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forobably be reading about a page and a half.

BUTCH LAMBERT: I'm not sure I understand thsg

gquestion.

BRUCE PRATHER: This.

(Bruce Prather and Donnie Ratliff confer among]

hemselves.)

BRUCE PRATHER: I’'1]1 make the motion that we confirn

is decision as outlined in whatever this argument is.

DONNIE RATLIFF: I’"11 second that.

BUTCH LAMBERT: I have a motion and a second tg

affirm the decision of the Gas and Oil Director Rick Cooper.
Pny further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(All members signify by saying yes.)

BUTCH LAMBERT: Opposed, no.

(No audible response.)

BUTCH LAMBERT: Thank you, gentlemen. We’re going

lco take about a 10 minute break.
(Break.)

BUTCH LAMBERT: At this time, we’re going to call

docket i1tem number three, which is a petition from EQT
[Production Company on behalf of Cheryl Fields, Teresq

Campbell and Range Resources-Pine Mountain, Inc. forn
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arrett on behalf of EQT Production.

ith Mr.

estify?

Ichis one.

ields and Ms. Campbell are going to be in his office later

oday to talk to him about not only the disbursement fron

his well

disbursement of funds from escrow regarding Tract 4, Unit

702835, docket number VGOB-98-0324-0642-03. All partie

Teresa Campbell.

ould continue this one earlier this morning in that Ms.

ishing to testify, please come forward.

JIM KAISER: Mr. Chairman, Jim Kaiser and Rit

SHEA COOK: Shea Cook on behalf of Cheryl Fields and

JIM KAISER: We...Mr. Chairman, we had a discussion]

Cook earlier this morning---.

BUTCH LAMBERT: Mr. Kaiser, is Ms. Barrett going tQg

JIM KAISER: Yeah, but not right away---.

BUTCH LAMBERT: We need to-—--—-.

JIM KAISER: ---because we’re going to continudg

BUTCH LAMBERT: Oh, okay. Okay. I’'m sorry.

RITA BARRETT: You’re anxious to hear me talk.

JIM KAISER: He’s ready to go. I like that.

RITA BARRETT: I do too.

JIM KAISER: Mr. Cook informed us...asked us 1f we

but from some other wells that they own an interest
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in and assume to obtain his representation. So, you know,

e have to do these on a well by well basis. We can’t...I'm
ssuming we can’t put four wells on one application. So,
e don’t have any problem with that. The question is dg
e...we called and got a list of the wells that we’re going
o file petitions for disbursement on next month and nong
of their other wells are on that. But I don’t know if that’s
relevant. So, I guess you’re okay with just continuing it
juntil April?

SHEA COOK: Yeah.

JIM KAISER: Okay. We’d just ask that that one bg

continued until April.

BUTCH LAMBERT: Continue...that docket itemwill bs

continued until April. Okay. We’re calling petition o7

item number four. A petition from EQT Production Companj
on behalf of Troy W. Williams, II, William Grant William
and Range Resources-Pine Mountain, Inc. for disbursement of

funds from escrow regarding Tract 9, Unit VC-536244, dockef

umber VGOB-09-1215-2648-01. All parties wishing tg
estify, please come forward.

JIM KAISER: Mr. Chairman, Jim Kaiser and Ritg

arrett on behalf of EQT Production.
SHEA COOK: Shea Cook on behalf of Troy W. Williams,

TT and William Grant Williams.
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having been duly sworn, was examined and testified ag|

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

JIM KAISER: Ms. Barrett, would you state your—---7

BUTCH LAMBERT: We’d better swear her first.

(Rita Barrett is duly sworn.)

BUTCH LAMBERT: You may proceed.

RITA BARRETT

follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

fthat tract in this case?

Q. Ms. Barrett, if you would state your namg
for the record, who you’re employed by and in what capacity?]

A. My name 1s Rita McGlothlin Barrett. I'm
employed by EQT Production Company as the contract land
bgent .

Q. Okay. Are you familiar with ths
disbursement request that we filed for this unit?

A. I am.

Q. And have all parties been notified ag
required by law?

A. They have been.

Q. Now, what tracts are we disbursing on oy
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A. This would be Tract 9.

Q. Okay. And is this a partial or fulll
disbursement?

A. This is a partial.

0. Okay. And what 1is the reason for
disbursement?

A. We received a split agreement...a letterq

from Range Resources regarding the agreement.

Q. And have the figures from the bank or th¢g
cscrow agent and EQT’s figures been reconciled?

A. They have.

Q. And as of what date are the...is the amount
of money to disburse calculated?

A. December the 20th of last year.

Q. Okay. And what percent should the Board
Juse as their guideline for disbursement, the percentage of
cscrowed funds, that percentage that is in the next to th¢g

last column on the right side of the spreadsheet?

A. Yes.

Q. And what percentage should be used for the
disbursement?

A. 0.02699055%.

0. And who should receive disbursements of

[chose percentages?
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A. Troy W. Williams and William G. Williams.

Q. And have vyou provided the Board wit]
Exhibits E and EE to reflect the facts of this disbursement?

A. Yes.

0. And would you ask the Board in the orden

should they approve this disbursement to require EQT
[Production to pay these owners directly going forward?
A. Yes.

JIM KAISER: Nothing further at this time, Mr.

Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Ms. Barrett, have you seen the split

bgreement?

RITA BARRETT: Yes, I have. There’s a copy of if

in the application also.
SHEA COOK: I have a question.

BUTCH LAMBERT: We’ll get to you in just a minute.

Pnything further, Mr. Kaiser?

JIM KAISER: No, sir.

CROSS EXAMINATION

DUESTIONS BY MR. COOK:

Q. Ma’am, what was the date of the splig
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hgreement?

A. The date of the letter is January the 13th,
P012.

Q. What 1is the percentage of the splif
etween...and you make...you use the term split agreement.

split of what between whom?
A. This appears to be a permanent release of
he claim to the CBM royalty.
Q. Okay. So, this is actually a release by
ange Resources of a 100% of any punitive interest that they
might have in the CBM by virtue of the statute?
A. Yes.
SHEA COOK: Okay. That’s all the questions I have.

BUTCH LAMBERT: Any questions from the Board?

BILL HARRIS: Mr. Chairman, let me just a commeny

in that regard. You know, I’ve asked before about sometime
you read the split agreements and it’s not clear. Sometime
it will say 50/50 and it’s clear. But sometimes it will sa

25/75 and we just have to assume that the company or the...

ell, I will say the company is keeping 25% and giving 75.
would love to see these a little clearer. I would 1liks
o see, for instance, a 100% stated somewhere, a percentage.

JIM KAISER: I mean, 1it’s reflected right on thdg

spreadsheet, Mr. Harris.
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BILL HARRIS: Well, I understand that. But I’'m

saying the letter---.

JIM KAISER: And it is...we’ve got 75/25 coming upg

and it’s right on the spreadsheet too.

BILL HARRIS: Well, what I'm saying is the letter

[chat actually says, you know, we’re splitting...that’s
directed to the folks, I would just love to see-—--.

JIM KAISER: The letter say that. They say that.

P11l right. We’ll show you one here in just a minute.

BILL HARRIS: ---something that says a 100%

or...okay. Okay.
SHEA COOK: Sir, can I respond to that?

BILL HARRIS: Yeah.

BUTCH LAMBERT: Mr.---.

SHEA COOK: I think that that’s a good point. It’fd

blso confusing to use, 1n my view, the terminology splif

bgreement when what is happening is that Range Resources 1

aiving any further claim or interest in something that th
tate law says that they had leased or conflicted in. Yo
now, when I hear the language split agreement, I think of
some division between two separate parties of something.
That’s not happening in this case. It’s not happening iry§
a number of the cases that we have here.

JIM KATISER: Well, let me respond to that. I should
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ave used split agreement. I should have said in this casqg

permanent release. There’s two situations, either g
ermanent release or a split agreement. We’1ll use the right
erminology going forward. The letters reflect the correct
factual situation. So, it’s not a big deal.

BRUCE PRATHER: It’s a release of Rangs

Resources’ ——-.

JIM KAISER: Interest.

BRUCE PRATHER: ---prior interest. I mean, they

lho longer have an interest.

JIM KAISER: Some they’re 50/50 and some are 75/25

and some are permanent. It depends on the situation.

SHARON PIGEON: Well, just to comment on that jusf

a little further. The statute provides the three ways tg
lpay out of escrow. One of those ways is by agreement.
Maybe we shouldn’t put split or maybe we should. But it’4d
an agreement and that’s what this is too.

JIM KAISER: Right.

SHARON PIGEON: And that’s what the statute calld

for.

JIM KAISER: Thank you.

BUTCH LAMBERT: Any further questions from ths

Board?

(No audible response.)
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BUTCH LAMBERT: Anything further, Mr. Cook?

SHEA COOK: No.

BUTCH LAMBERT: Anything further, Mr. Kaiser?

JIM KAISER: We’d ask that the application bHg

bpproved as submitted.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item number five. A petition from EQT

roduction Company on behalf of Don W. Ashworth and Cynthig}
. Ashworth, Graham K. Tiller and Betty Tiller, Dr. Halberg
Ashworth and Peggy Ashworth and Range Resources-Ping
Mountain, Inc. for disbursement of funds from escrow
regarding Tracts 1, 3 and 4, Unit 501842, docket numben

[VGOB-07-0417-1919-01. All parties wishing to testify,
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Iolease come forward.

JIM KAISER: Jim Kaiser and Rita Barrett on behalf

>f EQT Production.

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

RITA BARRETT

having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

Q. Ms. Barrett, this is a...are you familiany
[7ith this disbursement request?
A. I am.
Q. Have all parties been notified as required
by statue?
A. Yes.

And what unit are we disbursing on?
A. We are disbursement...do you want to know

Iche tract number or the unit?
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0. No, the unit number.

A. The unit number VC-501842.

0. And what tracts are we disbursing from?

A. Tracts 1, 3 and 4.

0. Is this a partial or full disbursement?

A. This is a permanent release of CBM royalty.

Q. No, no, no, no. Is it a partial or a full
disbursement---7?

A. Oh, I'm sorry. It is a...it’s a partial.

Q. Okay. And what’s the reason for theg
disbursement?

A. We received a permanent release. A CBM

royalty letter from Range Resources.

0. And have the figures been reconciled
oetween the escrow agent and EQT?

A. Yes.

Q. And as of what date were the figures listed
on the spreadsheet calculated?

A. December of 2011.

Q. And should...again, should the Board uss
[che percentage that’s shown in the next to the last columry
on the right hand side of the spreadsheet for purposes of
disbursement?

A. Yes.
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Q. And does the spreadsheet accurately reflect

fvho should receive disburses and at what percentage?

A. It does.

Q. And have vyou provided the Board wit]
Exhibits E and EE to reflect the facts of this disbursement=

A. Yes.

Q. And would you ask that any order by the Board

forovide that EQT pay royalties directly to these parties
going forward?
A. Yes.

JIM KAISER: Nothing further at this time, Mr.

Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Ms. Barrett, would you please read

in the percentages from those folks that will be receiving
it from your spreadsheet?

RITA BARRETT: Sure. Sure. Graham Kennedy Tillen

and Betty Tiller 12.4518%, Don and Cindy Ashworth 6.2259%,

albert and Peggy Ashworth 6.2259%, Graham Kennedy Tillen

nd Betty Tiller, this is Tract 3, 1.5367%, Don and Cindy

shworth 0.7683%, Halbert and Peggy Ashworth 0.7683%. O
Tract 4, Graham Kennedy Tiller and Betty Tiller 5.6503%, Do

and Cindy Ashworth 2.8252%, Halbert and Peggy Ashwort
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P .8252%.

junit?

Board?

bpproved

atliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item number six. A petition from EQT

further discussion?

11 in favor, signify by saying yes.

BUTCH LAMBERT: And this does not close out thse

RITA BARRETT: No, it does not.

BUTCH LAMBERT: Any further questions from the

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Kaiser?

JIM KAISER: We’d ask that the application bs

as submitted, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BRUCE PRATHER: I have a motion and a second. Any

(No audible response.)

BRUCE PRATHER: All in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig
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[Production Company on behalf of Hurley Ratliff (Life Estate)
and Range Resources-Pine Mountain, Inc. for disbursement of

funds from escrow regarding Tract 2, Unit VC-537307, docket

umber VGOB-09-1020-2617-10. All parties wishing tog
estify, please come forward.

JIM KAISER: Jim Kaiser and Rita Barrett again orj

ehalf of Equitable Production.
SHEA COOK: Shea Cook on behalf of Hurley Ratliff.

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

JIM KAISER: I don’t have a letter inmy file of yoy

representing Hurley.
SHEA COOK: Okay. I’'m telling you that I do.

JIM KAISER: Okay.

RITA BARRETT

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

0. Are vyou familiar with the disbursement
request here, Ms. Barrett?
A. Yes.

0. Have all parties been notified as required
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by statute?

A. Yes.

0. And what unit are we disbursing out of here,
frhat well?

Well VC-537307.

And what tract or tracts?

Tract 2.

o o 0

And the reason for...wait a minute, is thid

5 partial or full disbursement?

A. This is a full disbursement, a 100%.
Q. Okay. And this will close out the escrow

hccount for this unit?

A. It will.

Q. Okay. That’s good. The reason for the
disbursement?

A. We received a letter from Range Resource

for permanent release of CBM royalty on this well.

Q. And have the figures been reconcile
between the escrow agent and EQT?

A. Yes.

Q. And as to what date are the figureg
calculated based upon our spreadsheet that we filed with th¢g
foetition?

A. November the 11th, 2011.
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Q. Okay. And what percentage should
e...should be used for disbursement?

A. 100%.

0. And who should receive disbursements of

[chat percentage?

A. Hurley R. Ratliff.

Q. And have vyou provided the Board wit]
Exhibits E and EE to reflect the facts of this disbursements

A. Yes.

Q. And would you ask that any order executed

by the Board require that EQT pay Hurley Ratliff directlwy
going forward?
A. Yes.

JIM KAISER: And then, again, we'’ ve

disbursed...for Mr. Ratliff before. I mean, the Board willl

robably recall this. I went through the whole thing abouf

oyalty and the 1ife estate and the open mines doctrine. I
his particular case, the lease, which we will go ahead.an]
enter into evidence here, the remainderment, who I assumdg
bre his kids, have agreed for him to receive not only ths
delay rental, which normally would be all he would bs
entitled to as a life tenant but also the royalty. So,
[chat’s the case here. Nothing further.

BUTCH LAMBERT: Anything further the Board? Anwy
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questions?

BILL HARRIS: Just a comment.

BUTCH LAMBERT: Mr. Harris.

BILL HARRIS: I think Ms. Barrett gave the date adg

11/11/11.

RITA BARRETT: Yes.

BILL HARRIS: All right. We have 11/20/11. I

[chere...I guess I’'m looking at the right o ne.

RITA BARRETT: Oh. There’s...I apologize. Yeah,
it looks like 11/20/11. There’s not a...there’s not a---.
BILL HARRIS: Oh, okay. I'm sorry. It’s---.

JIMKAISER: I'm going to assume that means probably

11/30/2011.

RITA BARRETT: Correct. It can’t be effectivg
11/2000.

JIM KAISER: Wait a minute. I misread the---.

RITA BARRETT: Yeah. Yeah.

BILL HARRIS: Okay. So-—-.

BUTCH LAMBERT: It was in the month of November of
P011.

JIM KAISER: I think that was meant to reflect

November of 2011.

BILL HARRIS: November of 2011.

RITA BARRETT: That’s okay.
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BILL HARRIS: Okay. I’'m sorry.

BUTCH LAMBERT: Any other questions from the Board?)

(No audible response.)

BUTCH LAMBERT: Mr. Cook.

SHEA COOK: No questions.

SHARON PIGEON: Mr. Cook, when did Mr. Ratliff

retain you on that?

SHEA COOK: I spoke with him yesterday. He wanted

me to be here on his behalf. Actually, the whole proces
of distribution or waiver by Range probably was initiatej
bfter they received my letter enquiring as to the status of
leases and the well production last year.

BUTCH LAMBERT: Anything further, Mr. Kaiser?

JIM KAISER: We’d ask that the application bdg

approved as submitted.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig

Ratliff.)
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fvell.

Godfrey,
(Heir of

Mountain,

EGOB—O6—O919—1716—01. All parties wishing to testify,

lease come forward.

you know. .

seven. A petition from EQT Production Company on behalf of

Charles Counts and Katherine Counts, Cheri Lyn Sim...if

somebody can help me with that name. I don’t know what that

i s . Sim—.

regarding Tracts 3 & 4, Unit VC-536087, docket number

of Equitable Production.

BUTCH LAMBERT: Opposed, no.

DONNIE RATLIFF: I’11 abstain.

BUTCH LAMBERT: One abstention Mr. Ratliff.

(No audible response.)

JIM KAISER: Oh, yeah, they’ve all got more than one

RITA BARRETT: Yeah. Yeah.

JIM KATSER: Almost everyone of these that we do we,

.they’re involved in more than one unit.

BUTCH LAMBERT: We’re calling docket item numben

JIM KAISER: Simoneko.

BUTCH LAMBERT: Simoneko, okay. Connie and Billl

Nicole Lyn and Daniel M. Connolly, Nigel Countdg
Madeline Mr. Counts) and Range Resources-Ping

Inc. for disbursement of funds from escrow

JIM KAISER: Jim Kaiser and Rita Barrett on behalf
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follows:

having been duly sworn, was examined and testified asg|

DUESTIONS BY MR. KAISER:

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

RITA BARRETT

DIRECT EXAMINATION

foartial.

request for disbursement?

by statute?

A. Yes.

Q. And what unit is this disbursement for?

A. This is for VC-536087.

0. And what tract?

A. Tracts 3...3 and 4.

Q. 3 and 4. And 1s this a partial]
disbursement?

out your package.

Q. Ms. Barrett, are you familiar with thig

A. I am.

0. Have all parties been notified as required

DIANE DAVIS: We received a revision after I mailed

RICK COOPER: (Inaudible).

JIM KAISER: It’s out of Dickenson County. It’s 4
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RITA BARRETT: Yes, it is a partial.

0. Okay. And the reason for disbursement?
A. We received a letter of 75/25 royalty splif
from Range Resources.
Q. And should a copy of those 75/25 splits bg
included with the application that we filed?
A. Yes.
Q. Okay. Have the figures been reconciled
oetween the escrow agent and EQT?
A. Yes.
Q. And as of what date are the figures on th¢g
spreadsheet that we provided?
A. It looks like these October of 2011.

Q. Okay. And what...again, we direct ths

oard’s attention to the next to the last column where it
ays the percentage of escrowed funds on the spreadsheet tQg
he right.

JIM KAISER: Ms. Pigeon, would you like her to gdg

bhead and read those into record again?

SHARON PIGEON: I do want that read in. Yes, thank

you .
Q. Okay. If you would go ahead and do that.
A. No problem. Tract 3 Nigel Counts and he’d

Madeline Counts Heir) 49.866758% and Range Resourced
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16.622253%. Tract 4 Charles B. Counts 12.565632% and Rangs

Resources 4.188544%. Range Resources 1.047466%—--.

Q. You forgot Cheri Lyn Simoneko.

A. Oh, I'm sorry. I apologize. Cheri Ly
Simo...how do you pronounce that?

Q. Simoneko.

A. Simoneko. 3.142397%. Also in Tract 4,

icole and Daniel Connolly 3.142397%, Range Resources-Pine
ountain 1.047466%, Connie Godfrey and Bill Godfrey
6.282816% and Range Resources 2.094272%.

Q. And, again, those percentages that you jusf
read reflect a 75/25 split between...on Tract 3 between Mr.
Counts and Range and then one Tract 4 between all of ths
jundivided interest owners and Range, 1s that correct?

A. Yes. The 1individuals...the individuall

letters, yes.

Q. Okay. And have you provided the Board.wit]
Exhibits E and EE to reflect the facts of this disbursement=

A. Yes.

Q. And would you ask that any order they enter

regarding this disbursement require EQT to pay royalty
directly to these owners going forward?
A. Yes.

JIM KAISER: Nothing further at this time, Mr.
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Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Swartz?

JIM KAISER: We’d ask that application be approved

hs submitted.

BUTCH LAMBERT: Do I have a motion?

BILL HARRIS: Let me---.

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Okay, I'm sorry.

BUTCH LAMBERT: Mr. Harris, do you have a question?]

BILL HARRIS: Yeah. Mr. Cooper gave us a handout.

I’m...can we just get an explanation as to why we have...why
[ve were given another front sheet?

RICK COOPER: That came in after we had already puf

it on the docket and had already came...that came in later.

BILL HARRIS: Is there a difference between this and

hat we have?

DIANE DAVIS: There must have been. I'm not sursg

hat it was...oh, I know. They failed to put that EQT
roduction Company on behalf of. That was the onlW
difference in it.

JIM KAISER: So, 1t was a typo?

DIANE DAVIS: Yeah. At the very beginning. May 1

87




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

bsk a question? Does this close the account?

JIM KAISER: I don’t think so.

RITA BARRETT: I don’t think so.

SHARON PIGEON: She testified that it was a partial.

JIM KAISER: Right.

DIANE DAVIS: But I don’t have anE in this petition.

JIM KAISER: You don’t?

DIANE DAVIS: No.

RITA BARRETT: I don’t either, Diane.

DIANE DAVIS: In looking at my spreadsheet that I

did, Mr. Chairman, it appears that only Tract 3 and Tract
4 were 1in escrow.

JIM KAISER: Maybe it does. So, it does close---.

RITA BARRETT: It does close the account.

JIM KAISER: If you don’t have an E 1t closes 1it.

RITA BARRETT: Well, the exhibits also there havse

teen prior disbursements on this well. So, it does closs
he account.

DIANE DAVIS: Okay.

SHARON PIGEON: Even better.

JIM KAISER: Was 2...Tract 2 disbursed?

DIANE DAVIS: Yes.

RITA BARRETT: Yelp.

JIM KAISER: Then it closes.

88




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

RITA BARRETT: Yeah.

JIM KAISER: Let me go back.

DIRECT EXAMINATION RESUMES

DUESTIONS BY MR. KAISER:

0. Ms. Barrett, as we stated earlier on our

estimony that this was a partial disbursement, we havs
iscovered that there is not an E and Tract 2 has already
een disbursed. So, would this now actually be a full]
isbursement of the escrow and would the account for this
ell be able to be closed at this point?

A. Yes.

Q. Thank you. So, the application correctly
reflects the status of the escrow?

A. Okay.

BUTCH LAMBERT: Any other questions from theg

Board?
(No audible response.)

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?

(No audible response.)
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BUTCH LAMBERT: All in favor, signify by saying yes.

(All members signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: Opposed, no.

DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention Mr. Ratliff. We'’rsg

calling docket item number eight. A petition from EQT
[Production Company on behalf of Troy Williams, II, Williamn
Grant Williams and Range Resources-Pine Mountain, Inc. for

disbursement of funds from escrow regarding Tract 2, Unit

Eé—3356. This will be docket number VGOB-98-0915-0683-01.
11 parties wishing to testify, please come forward.

JIM KAISER: Jim Kaiser and Rita Barrett on behalf

>f EQT Production.
SHEA COOK: Shea Cook on behalf of Troy W. Williams
bnd William Grant Williams.

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

RITA BARRETT

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

Q. Ms. Barrett, are you familiar with thigd]
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disbursement request?

A. I am.

0. Have all parties been notified as required
by statute?

A. Yes.

0. We’ re disbursing as to the unit created foq

fvell VC-33567

A. That’s correct.

0. What tract?

A. Tract 2.

0. And is this a partial or full disbursement=
A. This is a partial.

Q. Okay. And the reason for the disbursement
A. We received a letter from Range Resource

regarding a 100% release of CBM royalty...the claim to ths
CBM royalty.

Q. And has EQT reconciled their figures with§
[che escrow agents?

A. Yes, we have.

Q. And the amount to be disbursed wagqg
calculated as of what date according to our spreadsheet?

A. December 2011.

Q. And what percentage should be used by the

Board for disbursement purposes?
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A. 100%.
Q. And what is the percentage of escrowed funds

hat each party is entitled to? Could you read that intg
[he record?

A. Troy W. Williams 48.57247438% and William
. Williams 48.57247438%.

Q. Have you provided the Board with Exhibit H
and EE to reflect the facts of this disbursement?

A. Yes.

Q. Would you ask that any order entered by the
Board direct EQT Production to pay these owners thein
royalty directly going forward?

A. Yes.

JIM KAISER: Nothing further at this time, Mr.

Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Mr. Cook.

SHEA COOK: No questions.

BUTCH LAMBERT: Anything further, Mr. Kaiser?

JIM KAISER: We’d ask that the application bdg

approved as submitted.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.
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BILL HARRIS: Second.

BRUCE PRATHER: I have a motion and a second. Anwy

further discussion?
(No audible response.)

BRUCE PRATHER: All in favor, signify by saying yes.

(All members signify by saying yes, but Donnie

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item number nine. A petition from EQT

[Production Company on behalf of George D. and Carol R. Smith
and Range Resources-Pine Mountain, Inc. for disbursement of

funds from escrow regarding Tract 2, Unit VC-504509, docket

[umber VGOB-01-0120-0986-03. All parties wishing tg
estify, please come forward.

JIM KAISER: Jim Kaiser and Rita Barrett on behalf

of EQT Production.
SHEA COOK: Shea Cook on behalf of George and Carol
Smith.

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

RITA BARRETT

having been duly sworn, was examined and testified ag

93




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

0. Ms. Barrett, are you familiar with thid

disbursement request?

A. I am.

Q. Have all parties been notified?

A. They have.

0. And 1is this a disbursement for well
[vC-5045097

A. Correct.

0. And what tract?

A. Tract 2.

Q. Is it partial or full?

A. This 1s partial.

0. A reason for disbursement?

A. We received a letter from Range Resourced

for a permanent release of CBM royalty.
Q. So...and the spreadsheet, the amount of the
disbursement was calculated as of what date?
A. December 2011.
Q. And what percentage of escrow should be used
for disbursement purposes and who should receive that?

A. George D. and Carol R. Smith Tract 24
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91.198044%.

Q. And have vyou provided the Board wit
xhibits E and EE to reflect the facts of this disbursement=

A. We have.

Q. And would you ask the Board to provide i
any order that any royalty due these parties going forwar
lbe paid directly to them?

A. Yes.

JIM KAISER: Nothing further at this time, Mr.

Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)
SHEA COOK: No questions.

BUTCH LAMBERT: Anything further, Mr. Kaiser?

JIM KAISER: No. We’d ask that the application bdg

ppproved as submitted.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig
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Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item number 10. A petition from EQT

[Production Company on behalf of George D. and Carol R. Smith
and Range Resources-Pine Mountain, Inc. for disbursement of
funds from escrow regarding Tracts 5 and 9, Unit VC-503042,
docket number VGOB-04-1214-1373-04. All parties wishing
[co testify please come forward.

JIM KAISER: Jim Kaiser and Rita Barrett on behalf

of EQT Production.
SHEA COOK: Shea Cook on behalf of George and Carol]
Smith.

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

RITA BARRETT

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

Q. Ms. Barrett, have vyou reviewed thid
disbursement request?
A. I have.

0. And have all parties been notified?
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A. They have.
0. And we’ re disbursing funds in the escrow foq

lunit for well number VC-5030427

A. That’s correct.

0. And what tract?

A. Tract 5 and Tract 9.

Q. There’s two tracts. Okay. Is this g}

fpartial disbursement?

A. Yes.

Q. Okay. So, we can’t close out the escrow
account. The reason for this disbursement?

A. Again, we received a letter from Rangs

esources regarding a permanent release of their claim tg

he CBM royalties.

Q. And we’ve got something a little tricker
ere. The spreadsheet that we provided for this well
is...reflects the amount of money as of December 2011,
correct?

A. Yes.

Q. It has got an asterisk on it. What is that~

A. It appears that we’re still waiting on a]

brder of some sort for the 03 release of Vera Sutherland oy
Nernon Sutherland.

Q. Vernon Sutherland, vyeah. 03 being ths
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[chird time that we’ve disbursed from this unit.

A. Yes. The third disbursement.

Q. And apparently they...you can’t really gef
[che exact amount of money until that disbursement is made,
is that correct?

A. That’s correct.

JIM KAISER: Okay. Does everybody understand

Ichat?

SHARON PIGEON: Well, it will be a 100% when you do

get that.

It will be a 100%---7

Yes.

---when it is made, right?

Uh-huh. Uh-huh.

IO A Ol A &

Okay. And---7

JIM KAISER: Mr. Kaiser, do we know when that

disbursement was supposed to have been made? Mr. Cooper oy
Ms. Davis, can you—---7?

DIANE DAVIS: Yes, I can tell you.

JIM KAISER: Yeah, Diane can probably tell you

etter than I. We might have it back in here somewhere.

RITA BARRETT: It looks like if you look at Exhibid(

E, the second page, it’s Tract 6. It doesn’t tell us

hough---.
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JIM KAISER: It had to be fairly recent thoug

ecause it’s saying that the---.

DIANE DAVIS: It is in the stack to be signed, I ca

ell you that because it’s not in...it’s not in here.

BUTCH LAMBERT: Okay. So—---.

SHARON PIGEON: (Inaudible).

DIANE DAVIS: It’s ready to be processed.

BUTCH LAMBERT: If you can get the Chairman to sign

it.

DIANE DAVIS: Well, youmay already have signed thig

one.

BUTCH LAMBERT: Okay. Thank you.

Q. And what percentage of escrow should be used
for the disbursement purposes and who should receive thos¢g
disbursements?

A. For Tract 5 George D. Smith and Carol R.
Smith 25.428912%. For Tract 9 George D. Smith and Carol R.

Smith 4.564329%.

Q. And have you provided the Board wit]
Exhibits E and EE to reflect the facts of this disbursements

A. Yes.

Q. Would you ask that any order executed by the

Board provide that any royalty due these owners be paid

directly to them going forward?
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A. Yes.

JIM KAISER: Nothing further at this time, Mr.

Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Mr. Cook?

SHEA COOK: I have no questions.

BUTCH LAMBERT: Anything further, Mr. Kaiser?

JIM KAISER: We’d ask that the application bs

bpproved as submitted.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item number 11. A petition from EQT

[Production Company on behalf of Hurley Ratliff (Life Estate)
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and Range Resources-Pine Mountain, Inc. for disbursement of

funds from escrow regarding Tract 1, Unit VC-536636, docket

umber VGOB-09-1117-2635-01. All parties wishing tog
estify, please come forward.

JIM KAISER: Jim Kaiser and Rita Barrett for EQT

roduction.
SHEA COOK: Shea Cook for Hurley Ratliff.

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

RITA BARRETT

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

Q. Ms. Barrett, again, are you familiar withf

[che disbursement request for this well?

A. I am.

Q Have all parties been notified?

A. They have.

0 And this is the unit for well VC-5366367
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That’s correct.
And what tract?
Tract 1.

And is this a full or partial disbursement?
This is a partial.

And the reason for disbursement?

b= O I O S © R

Again, we received a permanent release fron

Range Resources of their claim to the CBM royalty.

0. So, Mr. Ratliff will receive a 100%7
A. Yes.
Q. Have you reconciled your figures versus ths

cscrow agent’s?

A. Yes.

Q. And the amount that you have...that’s to be
disbursed up on the spreadsheet was calculated as of wha(
date?

A. October of 2011.

0. And who should receive disbursements and at

hat percentage?
A. Hurley R. Ratliff for Tract 1. That
ercentage is 55.606962%.
Q. Have you provided the Board with Exhibit H
and EE to reflect the facts of this disbursement?

A. Yes.
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0. And 1f the Board should issue an order
calling for this disbursement do you ask that it include that
al1...g0ing forward all royalty be paid directly to Hurley
Ratliff?

A. Yes.

JIM KAISER: Nothing further at this time, Mr.

Chairman.

BUTCH LAMBERT: Any questions from the Board?

RICK COOPER: Mr. Chairman, I have one. I guess irj§

regards to these direct payments, do these check go to ths
individuals or do they go to Shea Cook?

SHARON PIGEON: Have you made a request for that?

SHEA COOK: I have not made a request. I can...

first of all I didn’t have that in writing. I think it’Fd

important to put that in writing. I would be presentinj
[hat. Not with regard to Hurley Ratliff, but with regar
o Troy and William Williams and George and Carol Smith.

SHARON PIGEON: Which numbers are those?

SHEA COOK: That would be docket number...and I'n

glad that Rick brought that up. That would be with regard

to docket number four, nine, ten and eight...four, eight,
ine and ten.

RICK COOPER: Four, eight, nine and ten.

SHEA COOK: Those would be the only four that I would
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Ee requesting that the checks be sent to my office payabls
o them individually.

SHARON PIGEON: You don’t want your name on the

check?
SHEA COOK: No. That’s not necessary to do that.
Just the check can come to me.

SHARON PIGEON: Could you provide a letter to DGO

for that purpose?
SHEA COOK: Oh, I certainly will.

RITA BARRETT: If I may, he also needs to make surg

hat he notifies EQT at the Pittsburgh address of that
ecause they will have to assign him a unique identifien
umber to trigger the checks to come to him.

DIANE DAVIS: Do you want the future royalty checkg

o0 come to you?
SHEA COOK: No, no, no.

SHARON PIGEON: No, no. He only wants the Board

cscrow checks to come to him.

DIANE DAVIS: Okay. Okay.

SHARON PIGEON: So no direct payment to him.

DIANE DAVIS: No. No.

RITA BARRETT: I apologize.

JIM KAISER: It would be just one time.

RITA BARRETT: So, you’re just asking that paymendg
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out of escrow come to you---7
SHEA COOK: Yes.

RITA BARRETT: ---but any future royalties ars

fpaid directly to the landowner?
SHEA COOK: Yes. Yes.

RITA BARRETT: Okay. That way you get vyour

foercentage.

SHARON PIGEON: Is that clear enough over there sg

yvou all can get that---7°

RICK COOPER: And we’1ll get the letter from Mr. CooK

in regards to that.

JIM KAISER: You just get it in the order and we’ 1l

do what you say.

DIANE DAVIS: Thank you.

SHARON PIGEON: Yes. Mr. Cook, 1f you will follow

lbp with letters on that so there’s no question about---.
SHEA COOK: Yes, ma’am.

SHARON PIGEON: -—--which ones we’re talking

bhbout.
SHEA COOK: Will do.

BUTCH LAMBERT: Any further gquestions?

(No audible response.)

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.
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Ratliff.)

sure.

Mountain,

further discussion?

[the same players here.

12. A petition from EQT Production Company on behalf off

Hurley Ratliff (Life Estate) and Range Resources-Ping

regarding Tract 1, Unit VC-536630. This is docket numben

[VGOB-09-1117-2633-01. All parties wishing to testify,

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Anwy

(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying yes.

(All members signify by saying yes, but Donnie

BUTCH LAMBERT: Opposed, no.

SHARON PIGEON: Does Mr. Ratliff abstain?

DONNIE RATLIFF: I abstain.

BUTCH LAMBERT: One abstention Mr. Ratliff.

DONNIE RATLIFF: I was in another world.

SHARON PIGEON: That’s all right. 1I’'ve just got

BUTCH LAMBERT: We was just giving you time.

DONNIE RATLIFF: Thank you.

SHARON PIGEON: Take your time. We want you to bse

BUTCH LAMBERT: We’re calling docket item numbern

Inc. for disbursement of funds from escrow
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Iolease come forward.

JIM KAISER: Jim Kaiser and Rita Barrett on behalf

>f EQT Production.
SHEA COOK: Shea Cook on behalf of Hurley Ratliff.

BUTCH LAMBERT: You may proceed, Mr. Kaiser.

RITA BARRETT

having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. KAISER:

Q. Ms. Barrett, are you familiar with thig

disbursement request?

A. I am.

Q. Have all parties been notified?

A. Yes.

Q. And we’re disbursing from the unit for well

Ihumber 5366307

A. That’s correct.

0. And what tract?

A. Tract 1.

Q. And 1is this a partial or a full
disbursement?

A. This is a partial.
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0. And the reason for this disbursement?
A. Again, we received a letter from Rangs

Resources where they’re relinquishing their claim to the CBM

royalty.
0. And so this will be a 100% to Mr. Hurley*
A. Yes.
Q. I mean, Mr. Ratliff. And have your figure

foeen reconciled between the escrow agent and EQT?

A. They have.

Q. And as to the amount on our spreadsheet that
[vas calculated as of what date?

A. October of 2011.

0. And who should receive disbursements and at

hat percentage of escrowed funds?

A. Hurley Ratliff for Tract 1 and that 1
2.200247%.
Q. And have vyou provided the Board wit

xhibits E and EE that reflect the facts of thi

disbursement?
A. We have.
Q. And do you ask that the order provide tha(

Ehe check from the actual escrow account be made to Mr.
urley Ratliff but sent to Mr. Cook’s office?

A. Yes.
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Q. And do you ask that...do you ask that any
royalty payments going forward be paid directly to Mr.
Ratliff?

A. Yes.

JIM KAISER: Nothing further at this time, Mr.

Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Mr. Cook.

SHEA COOK: No questions.

BUTCH LAMBERT: Anything further, Mr. Kaiser?

JIM KAISER: We’d ask that the application bs

bpproved as submitted, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig
Ratliff.)

BUTCH LAMBERT: Opposed, no.

DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
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BUTCH LAMBERT: One abstention Mr. Ratliff.

IDiane, is lunch here? If lunch is here, we’ll break.

DIANE DAVIS: Yes, sir. I think I smell it.

BUTCH LAMBERT: Okay. We’re going to go ahead and

treak for lunch at this time. Please be back by...in ong
our at 12:30.
(Lunch Break.)

BUTCH LAMBERT: We’ll resume our proceedings.

e’ re calling docket item number 13. A petition from CNX
Gas Company, LLC for the disbursement of funds from escrow

for a portion of Tract 3, Unit S-35, docket numben

GOB-98-0915-0681-07. All parties wishing to testify,
lease come forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

(Anita Duty is duly sworn.)

DIANE DAVIS: May I ask a question before they

start?
(No audible response.)

DIANE DAVIS: Do you have a better copy of this? 1

can’t hardly read it.

ANITA DUTY: Just that.

DIANE DAVIS: That’s the tract ID and the plat.

BUTCH LAMBERT: It’s all pretty fuzzy. Our copy

is——-.
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DIANE DAVIS: They will give me a hard time at ths

Courthouse is the only reason.

ANITA DUTY: Well, I can give you one. I don’t havg

one with me. I can’t believe they did that. I didn’t pay
any attention.

DIANE DAVIS: Okay. Thank you.

SHARON PIGEON: Yeah. The Courthouse is not going|

[co be too happy with that. I don’t blame them.

ANITA DUTY: I will get you one. I’11 put a note.

DIANE DAVIS: Okay. Me too.

RICK COOPER: I have got it wrote down in my notes.

BUTCH LAMBERT: You may begin, Mr. Swartz.

ANITA DUTY

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SWARTZ:

Q. Anita, could you state your name for us,
Iolease?

A. Anita Duty.

Q. Who do you work for this month?

A. CNX Land Resources.

Q. Okay. And what do you do for them?
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A. I'm a pooling supervisor.
Q. Okay. And with regard to petitions for
disbursements, could you give the Board an indication of
fvhat your duties are?
A. We make sure that we read the royalty split
bgreement and then file the petitions and outline thse
interest to be paid and to make sure that all the depositd
are accounted for.

Q. Okay. And with regard to...we’re herqg

oday with regard to a disbursement from an escrow account
Eertaining to Unit S-35, correct?

A. Yes.

Q. And did you either prepare or supervise th¢g

[oreparation of this petition?

A. Yes.

Q. And have...did you sign the miscellaneoud
foetition?

A. I did.

Q. Okay. And if this petition were grante
frould the escrow account need to be maintained on a goinj

forward basis regardless?
A. Yes.
Q. Okay. The reason for this request fory

disbursement is what?
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A. A royalty split agreement.

Q. And have you actually seen that agreement
A. Yes.

0. And what does it provide in terms of how thi

split is to be accomplished?
A. 50/50.

Q. Okay. And you’ve got an exhibit at the...T

hink the last page of this application or petition. 1I¢
Exhibit A-1, correct?
A. Yes.
0. And is that...is that calculation through
b specific date?
A. December the 31st, 2011.
Q. Okay. And what did you do, if anything, tg
confirm that the escrow account appeared to have the sorf

Of balance that you would expect to see?

A. We compared our deposits with the bank’d
records—-—-.

Q. Okay.

A. —-——-to make sure that all were accounted for.

Q. And so you were able when you did that tdg

determine 1f the bank had credited to the deposit accounty
b1l of the payments that you tendered?

A. Yes. This is an ongoing. This is like thsg
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[/th one that we’ve done.

0. I understand.
A. Yeah.
Q. But that’s through 12/31 that you were ablsg

[co accomplish that?
A. Yes. Yes.

0. And having done that then as of this datdg

ere you able to make some percentage calculations that
Eould enable the escrow agent to make a disbursement?

A. Yes.

Q. Okay. So turning again to Exhibit A-1,

[vhat tract does this pertain to?

A. Tract 3.

Q. And who 1s ©proposed to receive ths
disbursement?

A. Hurt McGuire Land Trust and they shoul
receive 6.5505%, Wesley Perkins 3.2752% and Tanya Hes]

should also receive 3.2752%.

Q. Okay. And we can easily tell from thdg

amounts that that generated in December and the amount of

deposit that there would still be a substantial sun

remaining after that, correct?
A. Yes.

Q. And 1s 1t vyour request that the Board
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bpprove these disbursements and direct the escrow agent tg

make the disbursements using the percentages that yoy

calculated at the time the disbursements are made?
A. Yes.

Q. And also is it your request that in the event

his petition is approved that you be allowed as operatoy
o pay these folks that are getting these disbursements tQg
ay them directly in the future so that you’re not putting
further money into this account for them?

A. Yes.

Q. Does this disbursement need to awaidf
another disbursement that has been approved and pending or
hre we good to go?

A. No. This one...this one 1is good.

Q. Okay. The wells that contributed to thig

esSCrow account were?

A. S-35A and S-35B.
Q. Okay. And there won’t be additional money
going into that escrow account for these...there wouldn’t

Ee additional money going into this escrow account for thess
eople anyway because their money is now going into where?}
A. The Buchanan No. 1 Sealed Gob 2.

MARK SWARTZ: Okay. I believe that’s all I have,

Mr. Chairman.
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BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying yes.

(All members signify by saying yes, but Donnise
Ratliff.)

BUTCH LAMBERT: Opposed, no.

DONNIE RATLIFF: I’'1l abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention Mr. Ratliff. We'’rsg

calling docket item 14. A petition from CNX Gas Company,

LC for the disbursement of funds from escrow for a portiony
f Tract 3 and 3C in Unit S-36, docket numben
GOB-98-0324-0626-009. All parties wishing to testify,
lease come forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, Mr. Swartz.

MARK SWARTZ: Thank you. If I could incorporats
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PPnita’s testimony with regard to her responsibilities|
concerning disbursement petitions and the comparisons that
she makes. That might save us some time.

BUTCH LAMBERT: Accepted.

MARK SWARTZ: Thank you.

ANITA DUTY

having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SWARTZ:

Q. Anita, this disbursement request pertaindg
[to S-36, correct?

A. Yes.
Q. And as the last one that we Jjust
considered...the escrow account 1s going to need to bdg

maintained by the escrow agent after these disbursements?)

A. Yes.

Q. It’s just a partial disbursement?

A. It is.

Q. Okay. And have you submitted, as if yourn

custom, revised Exhibits E and EE on a going forward basiqg

here?
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A. Yes.

Q. Okay. And again like the last, you know,
[ve were talking about, the wells that...that well tha(
contributed to this originally was S-36, I think.

A. Yes.

Q. And...but at the present time production i
lbeing credited to Buchanan No. 1 Sealed Gob Unit, correctr
A. Yes.

Q. Okay. The escrow calculation here i

reported on Exhibit A-1, correct?

A. It is.

Q. And it is as of 12/31/117?

A. Yes.

Q. And what percentages...who should the

cscrow agent make the checks out to and what percentages]
should the agent use in making the disbursement?

A. For Tract 3 Hurt McGuire Land Trust should
receive a total of 7.1608%. Leslie Perkins should receivs
3.5804%. Tanya Hess should also should 3.5804%. For Tracy
3C Hurt McGuire Land Trust will receive a total of 1.9859%
and Wesley Perkins and Tanya Hess should each receivs
[0.9930%.

Q. Okay. And vyou’re also requesting irj§

hddition to the escrow agent being directed to make thesq
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Chairman.

disbursements and using the percentages to calculate them,
you’re also asking that you be allowed to pay these folkqg
directly in the future to the extent that they have money

in the sealed gob account, correct?

[chis request?

yvou'’ve actually seen?

A. Yes.

@) Okay.

A. Well, we’ll have to do that one separately.
Q. I know. But you might as well---.

A Yes.

Q. Okay. And...oh, and then the reason for
A. A 50/50 royalty split.

Q. Okay. Is that a written agreement that

A. Yes.

MARK SWARTZ: Okay. That’s all I’'ve seen, Mr.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Swart?

MARK SWARTZ: No.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.
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BUTCH LAMBERT: I have a motion and a second. Anwy

further discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying yes.

(All members signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: Opposed, no.

DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention Mr. Ratliff. We’rsg

calling item 15. A petition from CNX Gas Company, LLC for

he disbursement of funds from escrow and authorization of
irect payment of royalties from Tract 1E, 2A and 2B, Unit
V-124, docket number VGOB-02-0820-1050-01. All partied
ishing to testify, please come forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, Mr. Swartz.

MARK SWARTZ: Thank you. If I could incorporats

PPnita’s testimony from the first disbursement hearing withy
regards to her responsibilities and what she does.

BUTCH LAMBERT: Accepted.

MARK SWARTZ: Thank you.

ANITA DUTY

having been duly sworn, was examined and testified ag
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follows:

DUESTIONS BY MR.

DIRECT EXAMINATION

SWARTZ:

Q.
A.
Q.
junder oath.
A.
Q.
[co Unit AV-124,

A.

(O O 2 © - O O)

[che money is to

A.

Q.

Jhave some revised Exhibits E and EE, correct?

Anita, state your name for us, again.
Anita Duty.

I’'m going to remind you that you’re stilll

Yes.
Okay. This disbursement request pertaing
correct?
Yes.

Is it a partial or a complete disbursement?)
A partial.

Involving Tracts 1E, 2A and 2B?

Yes.

Okay. And the reason for the request?

A royalty split agreement.

Have you seen 1it?

Yes.

And what are its provisions in terms of how
be split?

50/50.

Okay. 1In that regard then apparently you
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A. Yes. We just had to remove Marcella Keen.
She never sent her W-9 back to us, so we took her off---.

Q. So, that’s the only change?

A. ---to keep from holding everybody up.
That’s really the only thing we did and a new table.

Q. So, Anita, 1in addition to providing ths

oard with a revised Exhibit E and EE to accomplish wha(
ou’re just discussed you’ve also given them a revised A-1
hat has removed her from the disbursement request?

A. Yes, we did.

Q. And that’s the last page of what you jusf
opassed out?

A. Yes.

Q. Okay. And other than removing her ling
from Exhibit A-1, did it remain the same when compared tg

(inaudible) ?

A. Yes.
Q. Okay. The account balancse
calculation...or the account balances and the calculationdg

[that you performed were as of what date?
A. December the 31st, 2011.
0. Okay. The well that was contributing tg
[chis escrow account?

A. AV-124.
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0. And it looks 1like this well 1is still
[oroducing and it is not within a sealed gob or other unit,
correct?

A. Correct.

Q. Okay. Who should...are you proposing
should receive the disbursements and at what percentages and

just take them in order by tract?

A. For Tract 1E Swords Creek Land Partnership
should receive a total of 0.0356%. Connie Stilwell, Jolend
Jefferies and Richard Trevino should...oh, no. Connise

Stilwell and Jolene Jefferies should each receive 0.0119%

and Richard Trevino should receive 0.004%. For Tract 2
Stuart Land and Cattle should receive 0.6268% and Franci
PPye should also receive 0.6268%. For Tract 2B Stuart Lan
and Cattle 0.0645%. Connie Stilwell and Jolene Jefferie
should each receive 0.0215% and Richard Trevino shoul
receive 0.0072%.

Q. Is it your request that the Board direct thsg
cscrow agent to the make the disbursements to the folkg]
you’ve identified from the tracts accounts that you’vs
identified using the ©percentages to calculate theg
amount...the dollars due and applying those percentages tg
[che balance at the time the disbursements are made? That'’sg

one of the things that you’re asking for, right?
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A. Yes.
0. And the other thing is that once thay
disbursement occurs you’re asking for an ability as operator
o pay the folks in the revised Exhibits E and EE to th¢g
[xtent they’re on EE directly?
A. Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
(Donnie Ratliff and Butch Lambert confer amondg
[themselves.)
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BUTCH LAMBERT: We’re calling docket item number

16. A petition from CNX Gas Company, LLC for theg
disbursement of funds from escrow and authorization of]

direct payment of royalties from Tracts 2C and 2D in Unit

EV—125, docket number VGOB-02-0820-1051-01. All partieq
ishing to testify, please come forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, Mr. Swartz.

ANITA DUTY

having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SWARTZ:

Q. Anita, state your name for us again, please?]
A. Anita Duty.

MARK SWARTZ: Mr. Chairman, 1f I could incorporatg

PPnita’s testimony earlier today with regard to her duties,
respect to miscellaneous petitions and the process that shg
follows.

BUTCH LAMBERT: Accepted.

MARK SWARTZ: Thank you.

Q. This disbursement request pertains tg

BV-125, correct?
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A Yes.

0. And it’s a partial?

A It is.

0. And the escrow account then would need tog

bbe maintained even after the disbursements?

A. Yes.
Q. It’s based on...it looks like we’ve got
Stuart Land and Cattle again. So, we’ve got a written split

ngreement here.

A We do.

Q. Have you seen 1it?

A I have.

0 And after you’ve reviewed it, what did yoy
determine that terms were that were provided?

A. 50/50.

Q. Have you provided the Board with a revised
Exhibit E and EE that would obtain after the disbursements?)
A. Yes.
Q. Okay. Turning to the last page of ths
[oetition, we’ve got an Exhibit A-1 escrow calculation,
right?

A. Yes.

0. The well that contributed to this account

fvas?
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A. AV-125.
Q. And clearly the amount of deposit exceedq

[the disbursement estimates, doesn’t it?

A. Yes, it does.

0. Okay. And this balance was done as of what]
date?

A. December the 31st, 2011.

Q. Okay. Would you tell us what tracts...what

[oerson should receive disbursements and what percentagesg]
should be used and identify the tracts?

A. For Tract 2C Stuart Land and Cattle and I

elieve Stilwell should each receive 4.1852% in the escrow
ccount. For Tract 2B Stuart Land and Cattle and Franciq
ye should each receive 0.0626%.

Q. And the escrow agent should be directed to
se the percentage and apply it to the balance on hand at
he time the disbursement is made, right?

A. Yes.

Q. And we’ve already talked about but just to
reconfirm, we would like to be able to pay these folk4g
directly in the future?

A. Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions from the Board?
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(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig
Ratliff.)

BUTCH LAMBERT: Opposed, no.

DONNIE RATLIFF: I’'1l abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention Mr. Ratliff. We'’rsg

calling docket item number 17. A petition from CNX Gasg]
Company, LLC for the disbursement of funds from escrow andg
authorization of direct payment of royalties from Tract 1E,

DA and 2B in Unit AW-124, docket numben

GOB-03-1118-1223-01. All parties wishing to testify,
lease come forward.

MARK SWARTZ: Mark Swartz and Anita Duty. Mr.

Chairman, if I could incorporate Anita’s testimony from

carlier today with regard to her job responsibilities andg
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[che process she £

bppreciate it.

BUTCH LAMBERT: Accepted.

ollows with regard to these petitions. I’d

MARK SWARTZ: Thank you.

lhaving been dul

follows:

DUESTIONS BY MR.

ANITA DUTY

y sworn, was examined and testified asg}

DIRECT EXAMINATION

SWARTZ:

Q.

A.

Q.

E and EE and the

A.

20 2 0

Q.
bback to Exhibit

A.

Q.

roblem here that we had just a few moments ago?

Would you state your name for us, again?
Anita Duty.
And we have another set of revised exhibitd

escrow calculation and do we have the sams

Yes.

And we were missing a W-9°?
We are.

Whose?

Marcella Keen.

Okay. So, we’'ve removed...we’ve added her
E---7
Uh-huh. Yes.

-——-and we have deleted her from Exhibit A-1,
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correct?

A. Yes.
Q. Okay. I am guessing that this escrowW
account disbursement is a partial?

A. It is.

0. Okay. In looking at Exhibit A-1, it’Ss
[oretty obvious that even as of December the amount on}

deposit, you know, exceeded substantially the disbursement

request?

A. Yes.

Q. Okay. These calculations were as of what
date?

A. December the 31st, 2011.

Q. Okay. And taking it on a tract by tract

asis, would you tell the Board who you’re requesting thsg
scrow agent to make the disbursements to and ths

ercentages that should be used?

A. For Tract 1E Swords Creek Land Partnershipg
should receive a total of 0.0331%. Connie Stilwell and
Jolene Jefferies should each receive 0.110%. Richard
Trevino should receive 0.0037%. For Tract 2A---.

SHARON PIGEON: Anita, I believe you misspoke therd

on the Stilwell and Jefferies. I think you left out one off

Iche Os there.
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A. Okay. They should each receive 0.0110.

or Tract 2A Stuart Land and Cattle and Francis Dye shoul
[ach receive 0.2929%. For Tract 2B Stuart Land and Cattl
should receive a total of 0.1101%. Connie Stilwell an
Jolene Jefferies should each receive 0.0367% and Richard
Trevino should receive 0.0122%.
0. The well that contributed to this escrowW
hccount was AW-124, correct?
A. Yes.

Q. And the escrow agent should wuse the

ercentage that you have just read into the record and apply
Ehose to the amount on deposit at the time the disbursement
is made?
A. Yes.
Q. And you’re also once again requesting thse
ability to pay the people receiving the disbursements on 4

going forward basis directly?

A. Yes.

Q. Okay.

A. There was one other thing.

Q. Okay.

A. The three people that we have listed, th¢g
Stilwell, the Jefferies and the Trevino. They were on th¢g
supplement. They were on the EE but we never paid them. 1IY
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as one of those deals where we deposited the money prion
o the supplemental order being issued and the supplementall
ad to move there and never was paid that way. So, whenevern
you write a check for your percentages you’ll be off. We’vs
got out backup history from our payments and everything liks
[chat if you want us to give that to you. There were alwayqy
on the EE. They were just never paid.

DIANE DAVIS: Okay. Who were those again?

ANITA DUTY: I think it’s everybody in this unit.

The Stilwell, the Jefferies and the Trevino.

DIANE DAVIS: Okay.

MARK SWARTZ: Well, except for Francis Dye. So,

it’s the 1E and 2B tracts.

ANITA DUTY: Yes.

DIANE DAVIS: Okay.

RICK COOPER: One other thing, Mr. Chairman, w¢qg

Erobably’need.a new revised front page reflecting Marcelly
een off.

ANITA DUTY: Okay.

MARK SWARTZ: Well, we had to notice her, I think,

you know.

RICK COOPER: I mean, you’ve got her on the frong

bage.

DIANE DAVIS: As being disbursed. We record that
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do that?

fvith me.

as part of the order.

fve record. So, just send me a corrected front page.

foecause this happens pretty often.

motion that Diane be commissioned to use her magic marker.

MARK SWARTZ: Oh, you do.

DIANE DAVIS: Yes, we do.

MARK SWARTZ: Okay.

DIANE DAVIS: The petition is part of the order that

RICK COOPER: The front page.

MARK SWARTZ: Yeah, we can do that. Do you have tg

DIANE DAVIS: It’s what I've always been told to do.

SHARON PIGEON: I had no role in that.

MARK SWARTZ: I don’t know. I just was wondering

SHARON PIGEON: That’s the---.

DIANE DAVIS: Yeah.

ANITA DUTY: Yeah.

DIANE DAVIS: And I usually just mark through it.

MARK SWARTZ: Okay. Well...I'd like to make 4

DIANE DAVIS: If it’s okay with the Board, it’s okay

MARK SWARTZ: But we can...we can do that.

BUTCH LAMBERT: Okay.

MARK SWARTZ: Just get rid of her---.
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ANITA DUTY: Okay.

MARK SWARTZ: ---in the relief sought, okay. You

can leave her in the factual basis because she signed ths
agreement. You have to. But in the relief sought---.

ANITA DUTY: No.

MARK SWARTZ: ---we’re not asking for her money tdg

e disbursed. Just fix that.

ANITA DUTY: Can they quit doing that?

MARK SWARTZ: So what?

ANITA DUTY: Can they quit doing that?

MARK SWARTZ: I don’t know. I’'m trying to like i

b gentle way suggest they consider it instead of just tellin
[chem like you did.

DIANE DAVIS: So, you’re saying don’t record a

order, huh?

MARK SWARTZ: No. It just kind of surprised me tha(

you’ re recording the petition because it’s not---.

DIANE DAVIS: We do.

MARK SWARTZ: ---going to be congruent with ths

obrders all the time. You might want to think about it. Buf
we’ll fix this.

SHARON PIGEON: Well, we might want to think abouf

it at another time. Right now do---.

MARK SWARTZ: Exactly.
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hs well.

order is why there’s that---.

lheeds to be done on the other one where she was taking off

further discussion?

SHARON PIGEON: ---what this woman told you to do.

ANITA DUTY: After today.

MARK SWARTZ: No, we just said we would.

ANITA DUTY: Tomorrow.

MARK SWARTZ: We’re just totally easy, you know.

BUTCH LAMBERT: Okay.

DIANE DAVIS: He has to do with the language in the

BUTCH LAMBERT: Okay. So, do it on this one. It

DIANE DAVIS: Uh-huh.

BUTCH LAMBERT: Okay.

DIANE DAVIS: I usually just mark through them.

BUTCH LAMBERT: Anything further, Mr. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig
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Ratliff.)

but with

[crouble,

you?

Jup them.

coalbed

[VGOB-12-0313-3038.

BUTCH LAMBERT:

DONNIE RATLIFE:

BUTCH LAMBERT:

these folks?

Opposed, no.

I"1ll abstain, Mr. Chairman.
One abstention Mr. Ratliff. Mr.

Scott, is it okay if we move you down two so we can finish

(No audible response.)

BUTCH LAMBERT:

We’ll owe you one.

MARK SWARTZ: He’s trouble. But he’s not

you know.

TIM SCOTT: You'

re going to do it anyway,

MARK SWARTZ: I don’t know. It’s up to them.

TIM SCOTT: Whatever.

MARK SWARTZ: They just punish you,

TIM SCOTT: I know.

SHARON PIGEON:

BUTCH LAMBERT:

19. A petition from CNX Gas Company,

(Inaudible) save you to the end.

We’re calling docket item

methane unit DD-13, docket

come forward.

All parties wishing to testify, pleass

MARK SWARTZ: Mark Swartz and Anita Duty.
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BUTCH LAMBERT: Please state your name for ths

record.

JOHN SHEFFIELD: John Sheffield.

(John Sheffield is duly sworn.)

BUTCH LAMBERT: You may proceed, Mr. Swartz.

MARK SWARTZ: Thank you.

ANITA DUTY

having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SWARTZ:

Q. Anita, state your name for us, please.
A. Anita Duty.
Q. Now, this is an application for pooling ag

bpposed to what we’ve been talking about, correct?
A. We do.
Q. And you have different duties with regard

[co this, I assume?

A. Yes.
Q. Okay. And in general what are they?
A. To prepare the petition and make sure that

b1l of the owners are aware of it.
Q. Okay. In this instance, it looks like YOj

signed the notice of hearing and the application as well~
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A. Yes.

Q. Okay. And this is as an application to pool]
fvhich unit?

A. DD-13.

Q. And have you provided the Board in ths

ppplication and exhibits with a plat?

A. Yes.

0. And it’s an Oakwood unit, correct?

A. It is.

Q. And how many acres?

A. 80.

Q. And it has how many wells?

A. One.

Q. And that well is actually outside of ths

drilling window?

A. It 1is.

Q. And what did you do to advise the people that
bre listed as respondents in the notice of hearing that thers
[ras going to be a hearing today?

A. I mailed by certified mail return receipt
requested on February the 10th, 2012. I published thdg
otice and location map in the Bluefield Daily Telegraph onj
Lebruary the 15th, 2012.

Q. Have vyou provided or are you about tg
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forovide Mr.

operator?

mailing your proof of publication?
A.
Q.
list of respondents today?

A.

(OIS O S O O

A.

Q.

Virginia Limited Liability Company?

A. It 1is.

Q. Is it authorized to do business in ths
Commonwealth?

A. Yes.

Q. Has CNX registered with the Department of

Mines, Minerals and Energy?

A.

Cooper with your certificates with regard tg

Yes.

Okay. Do you want to add any people to ths

No.

Do you want to dismiss any people?
No.

And do we have any revised exhibits?
No.

Okay. Who is the applicant?

CNX Gas Company.

And who is it that is proposed to be theg

CNX Gas Company.

In that regard, has CNX Gas Company d

Yes.
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0. Does it have the required bond on file?
A. It does.
Q. Okay. Is this proposed well supposed to bg

a frac well?
A. Yes.
Q. Have you provided cost information witH

regard to the one well that is proposed?

A. Yes.
0. And what is that?
A. The estimated cost is $317,449 with an|

cstimated depth of 2,560 feet.

Q. Do you have a permit yet?
A. No.
Q. Okay. And what interests have you acquired

in this unit and what interests are you seeking to pool?

A. We’ve acquired 97.3625% of the coal and gadg
owner’s claim to the CBM. We are seeking to pool 2.63759%
of the coal and gas owner’s claim to the CBM.

Q. Okay. And you’ve provided the Board with{

Exhibit B-3 indicating for each respondent the acres in thse

nit, the percent of unit and so forth?

A. Yes.
0. And I believe there is an eSCrow
requirement. There is, correct?
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A. Yes.

0. And the reason for escrow in general id
frhat?

A. It is a conflict in the CBM ownership.

0. Okay. Does it pertain only to Tract 5, ths
Escrow?

A. Yes.

Q. Okay.

A. It will just a portion of Tract 5.

Q. Okay. As far as...we know at this point at
least there are no split agreements. So, we don’t have ary

Exhibit EE, correct?
A. Right.
Q. Is it your view that drilling a frac well

in a location shown on the plat in this unit is a reasonabls

[ray to develop the coalbed methane from and within this unit=

A. Yes.

Q. Is it your further opinion that if yo
combine a pooling order pooling the respondents with thg
interests that the operator has acquired on a voluntary
lbasis that the correlative rights of all owners and
claimants to the CBM will be protected?

A. Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.
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BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Mr. Sheffield.

JOHN SHEFFIELD: Mr. Chairman, if I may, I do havdg

b few questions. Anita, I notice that you mentioned that

his was a frac well. So, I guess by being a frac well therdg
ould be no coal mining or anything going on underneath oy
lanning to go on underneath this well?

ANITA DUTY: Not that I’'m aware of.

JOHN SHEFFIELD: Okay. All right. And I

pbelieve———.

MARK SWARTZ: Well, in fairness---.

JOHN SHEFFIELD: Well no mine plan.

MARK SWARTZ: Well, I'm not sure that that would bs

Icrue either.

JOHN SHEFFIELD: Okay.

MARK SWARTZ: I mean, you know, you can mine coall

hat has been fraced. So, I mean, she is telling there’s
othing at the moment. But it sounded like your questiory
hat you were asking is sort of never. I mean, what is—---7

JOHN SHEFFIELD: No, IT...I would say that’s not—---.

MARK SWARTZ: You didn’t intend that, okay.

JOHN SHEFFIELD: No, I did not. Thank you, Mark.

I appreciate that. And you stated that the total depth for
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Ithe well, I believe, was 2,560 feet.

ANITA DUTY: That’s the estimate.

JOHN SHEFFIELD: Okay. I was noticing over

lhere...I guess it would be in the permit that it talks about
511 the different seams of coal, I believe, and there’s quits
b few. It stops at...I believe that’s P22 and it stops at

b depth of 2,289.59 feet and then you come down here and it

says RG and then there’s nothing. So, basically, 1

that...l don’t know. I’'m just asking. From 2,289.59 fee
o the estimate of 2,560 that would be the RG. 1Is that
fair question?

ANITA DUTY: Yes, I guess. I mean, I don’'t---.

JOHN SHEFFIELD: Yeah. I’m just going by...that’s

b11 that’s from there to there. It’s not on the same pags
over here when you have the plugging. You have a total
depth. You didn’t have...and you’re saying 1it’s 2,560
feet. I see that it stops here when you are listing all of
[che coal seams of 2,289.59. Then it just---,

MARK SWARTZ: Where is the P3 though?

JOHN SHEFFIELD: The P3 is right in here.

BRUCE PRATHER: Mr. Chairman—--—-.

BUTCH LAMBERT: Mr. Sheffield, are you reading

from...are you looking at a permit application?

JOHN SHEFFIELD: I'm looking at...yes, sir, I am.
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BUTCH LAMBERT: Okay. Yeah, we don’t have thaf

information up here.

BRUCE PRATHER: Mr. Chairman, I might be able to

lhelp him on that.

JOHN SHEFFIELD: Thank you.

BRUCE PRATHER: What the deal is these wells ars

foumped. Okay, when you drill a well you drill a well about
a 125 to 150 feet below the lowest coal seam so that you havdg

5 sump down there that you can put that pump in and you cary

ork that well. 1If you stop it right at the seam, there’gs
O way you can pump that seam to pump that water off. So,
hat’s the reason all of these wells are at least 125 to 15(§
feet deeper than the nearest coal seam. That'’s pretty

much---.

JOHN SHEFFIELD: Okay. So, it would be consistent.

ILike in this situation, it would be 2,070 feet.

BRUCE PRATHER: Well, that might be a little long.

JOHN SHEFFIELD: Well, you’ve got to look at theg

cost of the well and things like that.

BRUCE PRATHER: That’s their...that’s their basis.

JOHN SHEFFIELD: Okay.

BRUCE PRATHER: But that’s the reason it’s done.

JOHN SHEFFIELD: Okay.
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BUTCH LAMBERT: Mr. Sheffield, kind of keep your

questions to the pooling order and not the permit
bpplication. We don’t have that. We’re not reviewing ths
bpplication for the permit. We’re reviewing the poolin

order. If you’re looking at the permit application anj
bsking questions, we don’t have that information and ws

can’t make that...we don’t make a permitting call. That

tould be for Mr. Cooper at some point in time. But if yoy
ave pooling order questions than we’ll certainly would
entertain those.

JOHN SHEFFIELD: Yes, Mr. Chairman. Thank you, Mr.

Chairman. So, I’11l move along. Concerning elections,
Ithere will be elections afforded to those that unleased
individuals in this unit?

ANITA DUTY: Yes.

JOHN SHEFFIELD: Okay. And those elections will be

cither you can pay up-front your proportionate...yourn

ro-rata share in other words. For argument’s sake, 1it’4d

$100,000 unit and you have 10% and you put up $10,00j
p-front. That would be one option that you could do. I
hat correct?

ANITA DUTY: Yes.

JOHN SHEFFIELD: And then we have a situation in the

carried interest. 1In a carried interest you give up---7?
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SHARON PIGEON: Mr. Sheffield, these are in th¢g

statute, these options are.

JOHN SHEFFIELD: I'm just reviewing my correlativg

rights, ma’am, if I may.

SHARON PIGEON: Well, your question isn’t going tg

change what the statute requires and that’s what is already
fbefore the Board.

JOHN SHEFFIELD: So, you prefer me not to ask th¢g

question anymore?

SHARON PIGEON: Well, vyou’re Jjust going over

information that isn’t going to effect anything here.
Those election options are what are required by the statute.
Yes, you will be afforded those very same election optiong
cvery time you’re pooled.

JOHN SHEFFIELD: Yes, ma’am. Okay. All right. 1T

guess, we’ll just take me to my next question. In this, 1
[che carried interest situation, is there anything that help
on annual basis track what your investment is in the wellx

ANITA DUTY: Well, I think we talked about thi

maybe when you came to see me in December. I told you ws
frere in the process of getting new software and there werg
going to be monthly statements that were going to start tg
come from that process.

JOHN SHEFFIELD: Yes, ma’am. I do appreciate that,
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nita. I think the question is more back to the Board.
ecause it there anything in the Act that says there should
e tracking it annually to let somebody know what thein
investment is.

MARK SWARTZ: Well, then I guess he’s asking thg

Board.

ANITA DUTY: Okay.

JOHN SHEFFIELD: I'm asking her if she’s seen it in
[che...or you, Mr. Swartz, have you seen that in the Act?

MARK SWARTZ: No.

JOHN SHEFFIELD: Okay. So, there is nothing in anyj

PPct that helps somebody track their investment, is tha(
correct, Mr. Lambert?

BUTCH LAMBERT: Nothing that I’'m aware of.

JOHN SHEFFIELD: Okay. Mr. Lambert, may I ask yoy

another question? Do you ever invest?

BUTCH LAMBERT: That’s not relevant, Mr. Sheffield.

[Let’s stay with this order.

JOHN SHEFFIELD: How do we track it, Mr. Lambert?

You get an annual statement, don’t you, normally?

BUTCH LAMBERT: But that’s...again, Mr. Sheffield,

hat’s not relevant. I'm not going to address...answern
erson questions of what my business is to you.

JOHN SHEFFIELD: I'm asking you for a general basis.
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BUTCH LAMBERT: I’'m not going to answer your

question, Mr. Sheffield. I’'m not sure where you’re taking

his, but---.

JOHN SHEFFIELD: Alls I'm trying to say...if I may

ack up away from the gquestion, alls I'm trying to say i
it would be nice if we had something if you’re a carried
interest that helped with just an annual where you’re at as
far here’s production, you know, how much we’re paying fox
[chat production, here’s your percentage of production and
just know where your investment is.

BUTCH LAMBERT: Then I suggest you work with your

egislators and get some Legislation passed to put it intg
he Act and we’ll certainly enforce it.

JOHN SHEFFIELD: Okay. Then I thank you for yourn

ime, Mr. Chairman.

BUTCH LAMBERT: Yes, sir. You’re welcome.

nything further, Mr. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any
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further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(All members signify by saying yes.)

BUTCH LAMBERT: Opposed, no.

(No audible response.)

BUTCH LAMBERT: We’re calling docket item numben

P0. A petition from CNX...Well, not a petition, CNX Gasg

Company, LLC requested that the docket item 10-0817-2779 fox

Kells
-79 and well N-79A be placed on the docket for a correctiony
of testimony and submission of exhibits.

MARK SWARTZ: Mark Swartz and Anita Duty.

ANITA DUTY

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SWARTZ:

Q. Anita, why are we here on these?
A. Diane and I had a discussion and when shsg
reviewing to, I guess, do the Board order for this unit and
ne had a made...I guess I had made the statement that there

as no escrow required, which is not correct. So, all ws
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Kant to do was to be able to add that to our...to correct
estimony that we need to escrow and we have an Exhibit E.
Q. So, have you prepared then an Exhibit E afd

of 2/9/2012---7

A. Yes.

0. -——which lists the tracts and the owner
fvhose funds need to be escrowed with regard to this unitj

A. Yes.

Q. Have you brought copies for everybody?

A. I have.

MARK SWARTZ: Okay.

BUTCH LAMBERT: Is there anything further, Mr.

Swartz, ——--7

MARK SWARTZ: No.

BUTCH LAMBERT: ———1in the revised exhibit? Do T

[ave a motion to accept the revised exhibits for docket iten
umber 207

BRUCE PRATHER: Motion to approve.

BUTCH LAMBERT: Do I have a second?

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.
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(All members signify by saying yes.)

BUTCH LAMBERT: Opposed, no.

(No audible response.)

BUTCH LAMBERT: Thank you, Mr. Swartz.

MARK SWARTZ: Thank you all very much.

BUTCH LAMBERT: Now, we’re calling docket itern

umber 18. It’'s a petition from Range Resources-Ping
ountain, Inc. for a well location exception for proposed
ell 900007, docket number VGOB-12-0221-3034. All parties

ishing to testify, please come forward.

TIM SCOTT: Tim Scott, Lida Sinemus and Phil Hor
for Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: Thank you, Mr. Scott, for allowin

[us to jump over you one time.
TIM SCOTT: All right.
(Lida Sinemus and Phil Horn are duly sworn.)

BUTCH LAMBERT: You may proceed, Mr. Scott

TIM SCOTT: Thank you, Mr. Chairman.

PHIL HORN
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having been duly sworn, was examined and testified asg|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Mr. Horn, would you please state your name,

y whom you’re employed and your job description?

A. My name is Phil Horn. I’'m employed by Rangg
esources-Pine Mountain, Inc. as the manager of geology.
One of my job duties is to get wells permitted and drilled.

Q. Now, we filed our original application foy
[February, is that right?

A. That is correct.

Q. And we filed a revised application, is tha(
nlso correct?

A. That’s correct.

Q. Can you tell the Board why we filed ths
revised application?

A. If you will look at the plat the original
ppplication, our surveyors inadvertently left off 8202929

fvell which was closer the 2500 feet.

0. So, we’ve renoticed have we not?
A. That’s correct.
Q. Okay. And the owners of the minerals arg

set forth in Exhibit B, is that right?
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A. That’s right.
0. And who operates the wells from which th¢g
fvell location exception is sought today?
A. Range Resources-Pine Mountain, Inc.
Q. How was notice of this hearing provided tg
[che parties listed on Exhibit B for both the originall
application and the revised application?
A. By certified mail.
Q. And we’ve provided proof of mailing to th¢g
Board, is that right?
A. Yes, you have.
TIM SCOTT: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

LIDA SINEMUS

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, would you please state your

jhame, by whom you’re employed and your job description?
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A. My name is Lida Sinemus. I’m employed Dby

ange Resources-Pine Mountain. I’m a Senior Geologist witly
Ehem.

Q. And you’re familiar with this application,

is that correct?

A. I am.

0. And you have done an Exhibit AA, is tha(
right?

A. I have.

Q. Would you please tell the Board why we’re

seeking a well location exception for this particular units

A. Yes. This well has been positioned t
maximize the recovery of the remaining natural gas resource
in relationship to all of the existing offsettingwells. A

you can see on the Exhibit AA, there is no available locatio

hat meets the statewide spacing requirements.
Q. What would be the number of acres that would

e stranded if this application were not granted today?

A. 105.03 acres.

Q. And what’s the proposed depth of this well?}
A. The proposed depth is 6,167 feet.

Q. And what would be the potential loss of

reserves 1if the application were not granted today?

A. 400 million cubic feet.
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Q. And, in your opinion, if the application ig
granted, it would prevent waste, promote conservation and
forotect correlative rights, is that correct?

A. Yes.
TIM SCOTT: That’s all I have for Ms. Sinemus.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item 21. A petition from Rangs

Resources-Pine Mountain, Inc. for a well location exceptiory

for proposed well 900090, docket number VGOB-12-0313-3039.
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P11l parties wishing to testify, please come forward.
TIM SCOTT: Again, Mr. Chairman, Tim Scott, Lidg]
Sinemus and Phil Horn for Range Resources-Pine Mountain,
nc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

PHIL HORN
having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Again, Mr. Horn, your name, by whom you’rg
cmployed and your job description.

A. My name is Phil Horn. I'memployed by Rangs
Resources-Pine Mountain, Inc. as the land manager.

Q. And you’re familiar with this application,
is that right?

A. Yes, I am.

Q. And you also participated in theg
[oreparation of the application, 1s that also correct?
A. That’s correct.

Q. Are you familiar with the ownership of th¢g

minerals underlying this unit?
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pells,

Board,

location exception is sought today?

B notified of this hearing today?

having been duly sworn, was examined and testified ag

A. Yes, I am.

0. And are those ownership set forth on Exhibi(
A. Yes, they are.

0. Who operates the wells from which the well

A. Range Resources-Pine Mountain, Inc.

Q. And Range is the operated for each of thess
is that correct?

A. That’s correct.

Q. And how were the parties listed on Exhibid(

A. By certified mail.

Q. And we’ve provided proof of mailing to ths
is that right?

A. Yes, you have.

TIM SCOTT: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

LIDA SINEMUS
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follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, your job description, by whon
you’ re employed and your name, please.
A. My name is Lida Sinemus. I’'m employed by
Range Resources-Pine Mountain, Inc. and I’'m a Seniory
Geologist with them.

0. So, you’'re familiar with this application,
is that right?

A. I am.

Q. And vyou have also...you’ve provided a
Exhibit A for this particular application, is that right+
A. I have.

Q. Please tell the Board why we’re seeking

ell location exception for this particular unit.

A. Again, this well was positioned to maximizg
he recovery of the remaining natural gas resources inf
relationship to the offsetting wells. As you can see alsdg
on this one, there is no location that meets the statewids
spacing requirements.

Q. What would be the loss...what would be th¢g
stranded acreage on this particular unit if the applicatiory

fvere not approved?
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A. 87.99 acres.

Q. And what’s the proposed depth of this unit
or this well?

A. This well will be 4,947 feet.

0. And the potential loss of reserves if thdg
ppplication were not granted?

A. 600 million cubic feet.

Q. In this case, if the application is granted,
it would prevent waste, promote conservation and protect
correlative rights, is that correct?

A. It is.

TIM SCOTT: That’s all I have for Ms. Sinemus.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Arsg

[chere any further discussions?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes.)

159




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

BUTCH LAMBERT: Opposed, no.

(No audible response.)

BUTCH LAMBERT: We’re calling item number 22. X}

etition from Range Resources—-Pine Mountain, Inc. for a well
ocation exception for proposed well 900023, docket numbern
GOB-12-0313-3040. All parties wishing to testify, pleasq
come forward.

TIM SCOTT: Mr. Chairman, Tim Scott, Lida Sinemud
and Phil Horn for Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

PHIL HORN
having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Mr. Horn, your name, by whom you’ re employed
and your Jjob description, please.

A. My name is Phil Horn. I’'m the land manageq
for Range Resources-Pine Mountain, Inc.

Q. And you’re familiar with this application,
s that correct?

A. Yes, I am.
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Q. And you’re also familiar with the ownership
of the minerals underlying this unit?

A. Yes, I am.

0. And those owners are set out on Exhibit B,

is that correct?

A. That is correct.
0. Who operates well V-5301107?
A. EQT Production Company and Range Resource

also owns an interest in that well.

Q. So, you’re an owner and operator for thi
junit, is that correct?
A. That’s correct.
Q. And we do have some unknowns for thig
[particular unit, is that right?
A. Yes, we do.

Q. So, we not only sent out by certified mail,

e also published, is that right?

A. Yeah, we published in the Dickenson Star orj
ebruary the 22nd, 2012.

Q. And we’ve provided proof publication and
roof of mailing to this Board, is that right?

A. Yes, you have.

TIM SCOTT: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?
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(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

LIDA SINEMUS

lhaving been duly sworn, was examined and testified a
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

employed and your Jjob description, please.

Mountain, Inc. as a Senior Geologist.

is that correct?

A. I am.

Q. And you’ve passed out an Exhibit AA, is tha
right?

A. I have.

Q. And would you please tell the Board wit

[chat exhibit why we are seeking a well location exceptio
for this particular well?
A. Certainly. With this well it’s almos

helpful to look at the plat also. There is a trailer tha
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Q. Ms. Sinemus, your name, by whom you’rs

A. Lida Sinemus, Range Resources-Pins

Q. And you’re familiar with this application,
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land use.
Q.
bcreage if this

A.

= Ol ©

Q.

A.

[ve had to move this location to the east to stay 200 feef
away from an occupied dwelling as required by state law.
So, with this one that scooted us over just enough. So, thse
foroposed location maximizes the recovery of the natural gaqg

resources in relationship to this current...to the current

ftould prevent waste, promote conservation and protect

correlative rights, is that correct?

TIM SCOTT: That’s all I have for Ms. Sinemus.

BUTCH LAMBERT: Any questions from the Board?

What would be the loss...or the stranded
application were not approved today?
110.92 acres.

And what’s the proposed depth of this well}
The proposed depth is 5,430 feet.
And the potential loss of reserves?
400 million cubic feet.

And then if this application is granted, 14

Yes.

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.
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BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and I have a second.

Pre there any further discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying yes.

(All members signify by saying yes, but Donnie
Ratliff.)

BUTCH LAMBERT: Opposed, no.

DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention Mr. Ratliff. We'’rsg

calling docket item 23, which is a petition from Rangs

esources-Pine Mountain, Inc. for a well location exceptior§
or proposed well V-530332, docket number
GOB-12-0313-3041. All parties wishing to testify, pleass
come forward.

TIM SCOTT: Tim Scott, Lida Sinemus and Phil Hornj
for Range Resources—-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

PHIL HORN
having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION
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DUESTIONS BY MR. SCOTT:

Q. Mr. Horn, your name, by whom you’ re employed
and your job description, please.

A. Phil Horn, land manger for Rangs
Resources-Pine Mountain, Inc.

Q. And you’re familiar with this application,
is that right?

A. Yes, I am.

Q. And you’re familiar with the ownership of

[che minerals underlying this unit, is that also correct?

A. That’s correct. A 100% of the oil and gas.
Q. Okay. Who operates well number 5377467
A. EQT Production Company and Range also own

an interest in that well.

Q. So, you’re both an owner and an operator o
[chis one, is that right?

A. That’s correct.

Q. And how were the parties listed on Exhibit
B notified of this hearing today?

A. By certified mail.

Q. And we’ve provided proof of mailing to ths
Board, is that right?

A. Yes, you have.

TIM SCOTT: Okay. That’s all I have for Mr. Horn.
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BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

LIDA SINEMUS

having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, your name, by whom you’rg
employed and your Jjob description, please.

A. Lida Sinemus, Range Resources-Pins
Mountain, Inc. as Senior Geologist.

Q. And you’re familiar with this application,
s that correct?

A. I am.

Q. And you’ve provided the Board with arj§
Exhibit AA, is that also correct?

A. I did.

Q. And please tell the Board why we’re seekin
3 well location exception for this particular well today:
A. The well has been positioned along a

existing CBM road and site to minimize surface disturbance.
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Pny further beyond...if we move to the north and east we’rsg
running into some topographic constraints. This sitse
results in the maximum recovery of natural gas resourceq
[vith relationship to the existing offsetting well and if
plso minimizes the surface disturbance.

0. Okay. What’s the...what would be thqg
jhumber of stranded acres if this application were nof

bpproved today?

A. 111.96 acres.

Q. And what’s the proposed depth of this well)
A. The depth is 6,152 feet.

Q. And the potential loss of reserves if thdg

ppplication were not granted today?

A. 425 million cubic feet.

Q. Now, Mr. Horn just testified that Range i
Ithe owner of the minerals under this tract, is that correctj

A. Yes.

0. I believe that’s what he said. So, we do

lhot have a correlative rights issue. But if the applicationy
s granted it would prevent waste and promote conservation,
is that correct?

A. Yes.

TIM SCOTT: Okay. That’s all I have for Ms.

Sinemus.
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BUTCH LAMBERT: Any questions from the Board?

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion to approve?

TIM SCOTT: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item number 24. A petition from Rangs

esources—-Pine Mountain, Inc. for a well location exceptiorny
or proposed well 900035, docket number VGOB-12-0313-3042.
11 parties wishing to testify, please come forward.

TIM SCOTT: Tim Scott, Lida Sinemus and Phil Hornj
for Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.
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PHIL HORN
having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. One more time, Mr. Horn, your name, by whom
you’ re employed and your job description, please.
A. My name is Phil Horn. I’'m employed by Rangg
Resources-Pine Mountain, Inc. as the land manager. One of
my job descriptions is to get wells permitted and drilled.
Q. And you’'re familiar with this application,
is that right?
A. Yes, I am.
Q. You’re also familiar with the ownership of
[che minerals underlying this unit, 1s that correct?
A. That’s correct.
Q. And those mineral owners are set out irf
Exhibit B?
A. That’s correct.
Q. Who operates the wells from which the well
location exception is sought today?
A. Range Resources-Pine Mountain, Inc.
Q. And in this particular case, Range is both}

An owner and an operator, is that right?
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A. That’s correct.

0. Okay. And we do have some unknowns, do wqg
[hot?

A. Yes, we do.

Q. So, how was notice of this hearing provided

[co the parties listed on Exhibit B?
A. By certified mail to the unknowns and thenj
it was published in the Dickenson Star on February the 22nd,
pP012.
Q. And we’ve provided proof of mailing and
foublication to the Board, is that right?
A. Yes, you have.
PHIL HORN: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

LIDA SINEMUS

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, your name, by whom you’rg
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mployed and your job description, please?

A. My name is Lida Sinemus and I'm employed by
ange Resources-Pine Mountain, Inc. and I'm a Senioqy
Geologist with them.
Q. And you’re familiar with this application,
is that correct?
A. I am.
0. And you just passed out an Exhibit AA to ths
Board, is that right?
A. I have.

Q. And would you please tell the Board why

Ee’re seeking a well location exception for this particulany
nit today?
A. Again, with this one with relationship tg

existing offsetting wells we have maximized the recovery of

he remaining natural gas resources and as you can see O
[he exhibit there really isn’t an available site that meet]
statewide spacing requirements.

Q. What would be the loss of...or the stranded

acreage for this particular unit?

A. 107.40 acres.
0. And what’s the proposed depth of this well]
A. The proposed depth of this well is 5,43

feet.

171




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

0. And the potential loss of reserves if thdg
application were not granted?
A. 500 million cubic feet.

0. So, we have a number of folks in thid

articular unit. So, if the application is granted, if
Eouldgprevent.waste, protect correlative rights and promots
conservation, is that correct?
A. Yes.

TIM SCOTT: Okay. That’s all I have for Ms.

Sinemus.

BUTCH LAMBERT: Questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig
Ratliff.)

BUTCH LAMBERT: Opposed, no.
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DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.

BUTCH LAMBERT: One abstention Mr. Ratliff. We'’rsg

calling item number 2. A petition from Rangs

esources-Pine Mountain, Inc. for a well location exceptiory
or proposed well 900067, docket number VGOB-12-0313-3043.
11 parties wishing to testify, please come forward.

TIM SCOTT: Tim Scott, Lida Sinemus and Phil Horrnj
for Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

PHIL HORN
having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Mr. Horn, your name, by whom you’ re employed
and your Jjob description.

A. My name is Phil Horn. I'memployed by Rangs
Resources-Pine Mountain, Inc. as the land manager.

Q. And you’re familiar with this application,
s that correct?

A. Yes, sir, that’s correct.

Q. And you are also familiar with the ownershig
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follows:

of the minerals underlying this unit, is that right?

A.
Q
A.
Q.
A
Q.
fparticular unit
A.
Q.
forovided to the
A.
Q.
Board, is that right?
A.

TIM SCOTT: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?

That’s right.
And those owners are set out on Exhibit B7Y
That’s correct.

Who operates well number 8217917
Range Resources-Pine Mountain, Inc.
Are you an owner and operator for thid
as well?
Yes, we are.
Okay. How was notice of this hearing
parties listed on Exhibit B?
By certified mail.

And we provided proof of mailing to ths

Yes, you have.

(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

having been duly sworn, was examined and testified ag

LIDA SINEMUS
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DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, your name, by whom you’rs

mployed and your job description, please.

A. My name is Lida Sinemus. I’'m employed by
ange Resources-Pine Mountain, Inc. I’ma Senior Geologisf
ith them.

Q. And you’'re familiar with this application,

is that right?
A. I am.

Q. And you’ve just passed out an Exhibit A td

Ehe Board indicating that this...the location of this unig
ith regard to the units from which we’re seeking a well
location exception, is that right?

A. I have.

Q. And would you please tell the Board wh
[ie’ re seeking a location exception today?

A. Yes. With the relationship to the existin
offsetting wells. Again, this site has been positioned t
maximize the recovery of the remaining natural gas resource
and there i1s no available location that meets statewids
spacing requirements.

Q. Amjwhat...whatwouldlxathenumber<xfacre]

[chat would be stranded if this application were not grante
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fcoday?
A. 107.15 acres.
Q. And what’s the proposed depth of this well?
A. 6,054 feet.
0. And the potential loss of reserves?
A. 350 million cubic feet.
Q. So, 1n this particular case, 1if theg

bpplication is granted, it would promote conservation,
[orevent waste and protect correlative rights, is thay
correct?

A. It is.

TIM SCOTT: Okay. That’s all I have for Ms.

Sinemus.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman..

BUTCH LAMBERT: Do I have a motion

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and second. Anwy

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.
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(All members signify by saying yes, but Donnie

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff.
DONNIE RATLIFF: Phil, who is Big Sandy Fuel?
PHIL HORN: Big Sandy Fuel that’s part of thg
[Pittston acreage. That’s just a tract name. (Inaudible)

acre tract and that’s what it’s called up there.

DONNIE RATLIFF: Thank you.

BUTCH LAMBERT: We’re calling docket item 26. A

etition from Range Resources-Pine Mountain, Inc. for a welll
ocation exception for proposed well V-530334, docket
umber VGOB-12-0313-3044. All parties wishing to testify,
lease come forward.

TIM SCOTT: Tim Scott, Lida Sinemus and Phil Hornj
for Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

PHIL HORN
having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION
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DUESTIONS BY MR. SCOTT:

Q. Mr. Horn, please state your name, by whorn
you’ re employed and your job description.
A. My name is Phil Horn. I'm employed as ths
land manager for Range Resources-Pine Mountain, Inc.
Q. And you’re familiar with this application,
is that correct?
A. Yes, I am.
Q. Are you familiar with the ownership of ths
minerals underlying this unit?
A. Yes. We own a 100% of the oil and gas i
[chis unit.
0. And the other remaining owners are listed
on Exhibit B, is that correct?
A. That’s right. The Commonwealth. That'’s
correct.
Q. And who operates the wells from which thse

[rell location exception is sought today?

A. Those are operated by EQT Productio
Company. They were originally drilled by Range Resources.

e transferred the permits and we also have an interest i

hose wells.
Q. Okay. How was notice of this hearin

rovided to the parties listed on Exhibit B?
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A. By certified mail.
Q. And the proof of mailing has been provided
[co Mr. Cooper, is that right?

A. That’s correct.

TIM SCOTT: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

LIDA SINEMUS

having been duly sworn, was examined and testified ag|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, your name, by whom you’rg

cmployed and your job description, please.

A. My name is Lida Sinemus. I’'m employed by
ange Resources-Pine Mountain, Inc. I’'ma Senior Geologilsf
Eith them.
Q. Are you familiar with this application?
A. I am.
Q. And you just passed out an Exhibit A to ths

Board, is that right?

A. I did.
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Q. And would you please tell the Board why

e’ re seeking a well location exception for this particulany
nit today?
A. Yes. This well has been position due tg

opographic constraints along an existing mine bench.

e’ll also minimize the surface disturbance and result i
he maximum recovery of the natural gas resources wit]
elationship to the existing offsetting wells.

Q. What’s...what would be the number of acreg

hat would be stranded if this application were not granted

oday?
A. 95.68 acres.
Q. And what’s the proposed depth of this well?)
A. 6,791 feet.
0. And the potential loss of reserves?
A. 400 million cubic feet.
Q. And i1if this application were approved, it

frould prevent waste and promote conservation, 1is thaf
correct?

A. It 1is.

Q. Because we don’t have any correlativg
rights issues with this particular unit, is that right?

A. It is.

TIM SCOTT: Okay. That’s all I have for Ms.
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Sinemus.

BUTCH LAMBERT: Any questions from the Board?

BILL HARRIS: We were actually looking at something

lse. But the reason we couldn’t move it to the southeast
as that---7

LIDA SINEMUS: We were trying to stay along the mine

ench...the existing mine bench. $So, if we...to move it tg
he...because of topographic restraints we’d have to follow
plong the mine bench. It would be about 2500 feet
bway...1800...sorry, 1800 feet to the southeast which would
strand acreage in between.

BRUCE PRATHER: Could I make a comment?

LIDA SINEMUS: Certainly.

BRUCE PRATHER: On your horizontal well here, how

Are you going to make the thing go to a right angle and the]
come back and go northwest. I think it’s a misprint o
your——-—.

LIDA SINEMUS: That’s an existing---.

BRUCE PRATHER: It’s an existing horizontal well.

ut you’ve got the thing going up...the horizontal welll
omes out going northeast and then turns directly northwest.
ow are you going to do that?

LIDA SINEMUS: Well, I think it’s the way that it’s

sort...it’s a 3-D on a 2-D and it’s sort of the way that if
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curved around. It’s just the way that it shows up on thig
scale.
PHIL HORN: It’s already drilled. It’s drilled.

Yes, sir.

BRUCE PRATHER: Yeah, I know that. What I'm sayin

is what you’re talking about, the horizontal well shoul

e...I mean, I realize you have a certain amount when yo
et out to where you’re in the unit. But it should be thi
ay instead of going out and then back. You can’t drill ons
of these horizontal well doing that.

LIDA SINEMUS: Again, I think it’s more because it’s

P-D and 3-D and 1it’s actually showing...it’s more of

b ...it’s a curve instead of...it’s just the way that it show
lbp. But, yes, that would be hard todrill exactly like that.

BUTCH LAMBERT: Any other questions from the Board:

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Any

further discussion?

(No audible response.)
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BUTCH LAMBERT: A1l in favor, signify by saying yes.

(All members signify by saying yes, but Donnie

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I'1ll abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket item 27. A petition from Rangg

Resources-Pine Mountain, Inc. for the establishment of 4]
drilling unit and pooling of a conventional well 900023,
docket number VGOB-12-0313-3045. All parties wishing tg
[cestify, please come forward.

TIM SCOTT: Tim Scott, Lida Sinemus and Phil Hornj
for Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman. These next

wo units are...the next two docket items are works irn
rogress. We’re moving and grooving as far as getting

leases on this one.

PHIL HORN
lhaving been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:
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Q. Mr. Horn, your name, by whom you’ re employed
and your job description, please.
A. My name is Phil Horn. I’'m the land manageq
for Range Resources-Pine Mountain, Inc.
Q. And vyou...you’re familiar with thig
ppplication, is that right?
A. That’s correct.
Q. And this unit contains a 112.69 acres, is
[chat right?
A. Yes, it does.
Q. And, of course, Range has drilling rightqg
in this unit, is that right?
A. That is right.

Q. And are we going to dismiss anybody that

e’'ve listed on Exhibit B-37?
A. We’ve filed new revisions. Do I need to

ame them?

Q. Please because Ms. Pigeon will want to know
hat.

A. It’s Ben Barton, I think, Tracts 19 and 20.

0. And his wife Marsha Barton, is that correct?)

A. That’s correct. They signed a lease.

Q. Have you attempted to reach agreements with

[che other parties listed on Exhibit B?
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A. Yes, we have.

0. And how much of the unit do you have...what

fpercentage of the unit do you have under lease presentlyr”

A. 75.92572222%.
0. Okay. And how was notice of this hearin

rovided to the parties listed on Exhibit B?
A. By certified mail and also publication i

he Dickenson Star on February the 22nd, 2012.

Q. Thank you. Do we have any unknowns in thi
nit?

A. Yes, we do.

Q. Have you provided Mr. Cooper with youn

statement of efforts to locate these parties?

A. Yes, I have.

Q. And, 1in your opinion, was due diligencd
cxercised in an attempt to locate these parties?

A. Yes.

Q. Okay. Have you filed proofs of publicatiory
and mail certification with the Board?

A. Yes, you have.

Q. Okay. Now, Range is authorized to conduct
ousiness in the Commonwealth, is that right?
A. That’s correct.

0. And we have a blanket bond on file?
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A. That’s correct.

Q. And if you were able to reach an agreement

ith the unleased parties, what lease terms would you offer?q
A. $30 per acre for a five year paid up leassq
hat provides for a one-eighth royalty.
0. And that’s reasonable compensation for 4
lease in this area?
A. In my opinion, yes.
Q. Okay. What percentage of the gas estate ig
Range seeking to pool here?
A. 24.07427778%.
Q. And we Jjust...you just testified that wdg
lhave some unknowns, is that right?
A That’s correct.
Q. So, we have an escrow requirement?
A Tract 23 and 28.
Q. Okay. And what’s the total percentage that

frould be in escrow?

A. 6.1753333%.
Q. And you’re asking the Board to pool ths

junleased parties listed on Exhibit B-3, is that right?
A. That’s correct.
Q. And also that Range be named operator for

Ithis unit, is that also correct?
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A. That’s correct.
0. Now, when we send out our order, we’ll send

out that will provide for the elections. Can you tell thse

oard what address should be used for any party making ar§
lection?
A. Range Resources-Pine Mountain, Inc.,

O. Box 2136, Abingdon, Virginia 24212.

0. And is that the address for alll
correspondence?
A. That’s correct.

TIM SCOTT: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.

LIDA SINEMUS

having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, your name, by whom you’rg
cmployed and your job description.

A. My name is Lida Sinemus. I’'m employed by
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Geologist.

Q.

is that right?
A.

Q.

A.

Q.
for this unit?
A.

Q.

fvell costs?

20 2 0

Q.
ppplication, 1s

A.

Q.
supervision, 1s

A.

Q.

Range Resources-Pine Mountain, Inc. I'm a Senior

And you’re familiar with this application,

I am.
What’s the proposed depth of this well?
6,530 feet.

And what...what are the estimated reserved

400 million cubic feet.

Okay. And you’re also familiar with ths

I am.

What’s the estimated dry hole cost?
The dry hole cost is $326,379.

And the estimated completed well cost?
$636,378.

And we’ve provided an AFE with ouq
that correct?
Yes, we have.
And it does have a line item fory
that correct?
It does.

And you Dbelieve that charge to bd
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reasonable?
A. Yes.
Q. In your opinion, if the application 1is

granted, it would prevent waste, promote conservation and
forotect correlative rights, is that also correct?

A. Yes.

TIM SCOTT: That’s all I have for Ms. Sinemus.

BUTCH LAMBERT: Questions from the Board?

(No audible response.)

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do I have a motion?

BRUCE PRATHER: Motion to approve.

BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and second. Anwy

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(A1l members signify by saying yes, but Donnig

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. We’rs
calling docket 28. A petition from Range Resources-Pinsg
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Mountain, Inc. for establishment of a drilling unit and
ooling for conventional well 900035, docket numben

EGOB—12—O313—3046. All parties wishing to testify, pleass

come forward.

TIM SCOTT: Again, Tim Scott, Lida Sinemus and Phill

[Horn for Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman. Letme let Mr.
Horn get comfortable first.

SHARON PIGEON: Not too comfortable.

TIM SCOTT: Yeah, not too comfortable.

PHIL HORN
having been duly sworn, was examined and testified ag
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Mr. Horn, your name, by whom you’ re employed
and your Jjob description, please.

A. My name is Phil Horn. I'memployed by Rangs

esources—-Pine Mountain, Inc. as the land manager.

Q. You’re familiar with this application, i4g
hat right?
A. Yes, I am.
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0. How many acres does this unit contain?
A. 112.69.
Q. And Range has drilling rights in this unit,

is that right?

A. That’s correct.
Q. Now, we’ve...you’ve had ongoing leasing
hctivities, is that correct?
A. That’s correct.
Q. So, we’re going to dismiss some folks today

from Exhibit B-3, is that correct?

A. That’s correct.
Q. Could you please name those parties for us?
A. Allen Marcum, Virginia Treadway, Betty and

Stanley Morefield, Sherry Lynn Bass, Sue Blankenship,
Carolyn Arrington Smith and Lou Walafriend.
Q. Okay. As a result, of vyour leasing

cfforts, what percentage of the unit do you have under leasq

oresently?
A. 88.73658929%.
Q. And you’re leasing efforts are ongoing, id

lchat correct?
A. That’s correct.
Q. Okay. Now, how was notice of this hearing

[orovided to the parties listed on Exhibit B?
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A. By certified mail and by publication in th¢g

Pickenson Star on February the 22nd, 2012.

0. Now, we have some unknowns, is that right?j
A. Yes, we do.
Q. And have you provided, again, Mr. Coopeny

fvith your statement of efforts to locate these parties?
A. Yes, I have.

0. Do you believe that you’ve exercised dus
diligence in doing so?

A. Yes, I do.

Q. Okay. Now, we’ve provided proof of
foublication and proof mailing to the Board, is that correct?q
A. That’s correct.
Q. And, again, Range is authorized to conduct

business in the Commonwealth of Virginia, is that correct?

A. That’s correct.

0. And Range has a blanket bond on file, is that
right?

A. That’s correct.

Q. What would be the lease terms that you would

coffer to any unleased parties?
A. $30 per acre for a five year paid up leass
[chat provides a one-eighth royalty.

Q. And you consider these to beg
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reasonable...reasonable compensation?
A. Yes, in my opinion.
Q. Okay. What percentage of the oil and gaq

Estate is Range seeking to pool today?
A. 11.26341071%.
Q. And we'’ve already testified...you’vs

already testified that we have some unknowns, is that right?

A. That’s correct.

Q. So, there is an escrow requirement?

A. For Tracts 8 and 15.

Q. And what’s the total percentage of the uniy

[chat’s going to be subjected to escrow?
A. 3.27273667%.
Q. Okay. And you’re requesting the Board tg

[pool the unleased parties listed on Exhibit B-3, 1is that

right?

A. That’s correct.

Q. And that Range be named the operator of thig
jpnit?

A. That’s right.

Q. And, again, we’re going to send out an order

if the Board grants our application today and it will sef
obut the elections that can be made, is that right?

A. That’s correct.
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0. Where should those elections be sent?

A. Range Resources-Pine Mountain, Inc.,

IP. O. Box 2136, Abingdon, Virginia 24212.

0. And this will be the address for all
communications?

A. Yes.

TIM SCOTT: Okay. That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions from the Board?

BRUCE PRATHER: Mr. Chairman.

BUTCH LAMBERT: Mr. Prather.

BRUCE PRATHER: I'm looking at Exhibit B here.

Is...this is a conventional well, isn’t it?
PHIL HORN: Yes, sir.

BRUCE PRATHER: I thought we were supposed to have

5% of the property lease prior to us giving you a...all T
see 1s all these unleased leases on here.
PHIL HORN: If you will look at Exhibit E---.

BRUCE PRATHER: What 1s your total percentage of

leased properties?
PHIL HORN: 88.73658929%.

BRUCE PRATHER: I've got...I’ve got this thing tha(

p11 of these unleased...it says that everyone of them ifg
junleased.

PHIL HORN: Are you looking at Exhibit E or B-37
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BRUCE PRATHER: I'm looking at E. 28.

PHIL HORN: Yeah, those are...we have dozens of
lheirs that own a very small interest.

BRUCE PRATHER: Okay.

PHIL HORN: Yes, sir. Tracts 8 and 15---.

BRUCE PRATHER: I mean, there’s pages of them.

TIM SCOTT: Right. And they’re pages of heirs too,
Mr. Prather.
PHIL HORN: Yeah, we know. We don’t like it either.

BRUCE PRATHER: Okay. I mean, I didn’t add them up

or anything. I Jjust thought that’s an awful lot of
junleased. Okay.

PHIL HORN: You can see the percentages are very
minor.

BRUCE PRATHER: Yeah. Okay.

PHIL HORN: Yes, sir.

BUTCH LAMBERT: Any other questions from the Board?)

BRUCE PRATHER: Thank you very much.

PHIL HORN: You’re very welcome.

BUTCH LAMBERT: Any other questions?

TIM SCOTT: Try mailing them.

BUTCH LAMBERT: You may continue, Mr. Scott.

TIM SCOTT: Thank you, Mr. Chairman.
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LIDA SINEMUS

having been duly sworn, was examined and testified asg|
follows:

DIRECT EXAMINATION

DUESTIONS BY MR. SCOTT:

Q. Ms. Sinemus, please state your name, by whor
you’ re employed and your job description.

A. My name is Lida Sinemus. I’m employed Dby
Range Resources-Pine Mountain, Inc. as a Senior Geologist.
Q. And you’'re familiar with this application,

is that right?

A. I am.

Q. And what’s the proposed depth of this wellx
A. 5,430 feet.

Q. And you...what are the estimated reserve

for this unit?
A. 500 million cubic feet.
Q. And, obviously, you’ve reviewed the AFE, i
[chat right?
A. I have.
Q. And what...so, you’d be familiar with ths
fvell cost, is that correct?
A. Yes.

Q. What’s the estimated dry hole cost for thig
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fparticular well?

A. The dry hole cost is $332,532.

0. And the estimated completed well cost?
A. $595, 732.

0. And we’ve provided an AFE with ouq

ppplication, is that correct?
A. We did.
Q. And there is a line item for supervision,

is that correct?

A. Yes.

Q. And you believe to be a reasonable charge-

A. I do.

Q. Okay. 1In your opinion, if the applicatio
is granted it would be...it would promote conservation,

[orevent waste and protect the correlative rights, is thaf
correct?
A. It 1is.

TIM SCOTT: Okay. That’s all I have for Ms.

Sinemus.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Anything further, Mr. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BRUCE PRATHER: Motion to approve.
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BILL HARRIS: Second.

BUTCH LAMBERT: I have a motion and a second. Anwy

further discussion?
(No audible response.)

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(All members signify by saying yes, but Donnie

Ratliff.)
BUTCH LAMBERT: Opposed, no.
DONNIE RATLIFF: I’11 abstain, Mr. Chairman.
BUTCH LAMBERT: One abstention Mr. Ratliff. Thank
vou, folks.

PHIL HORN: Thank you.
TIM SCOTT: Thank you.

BUTCH LAMBERT: The next item on the docket is ths

Board will receive an update of the Board and Divisior}
bctivities from the staff.

RICK COOPER: In regards to our sub-audit, we havg

finished the majority of the data. We are now 1in the
pnalyzing phase and we’re just starting with EQT. We had
g conference call this past week with different peopls

ithin EQT. So, if we run upon different situations or need
to ask questions we’ve got different people in differendt
departments to help us try to answer some questions on somg

of that...some of the potential misdistribution of funds]

198




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

hat we may not know where they’re at whether it would bg

ancelled checks or, you know, the dollar balance oy

hatever it may be. So, we did do a conference call withy
hem. We...I have a better feel, you know, where we'’re at
in about two months. I think it’s going to take about two

months to go through that data and try to edit that data and
see 1f we can find out where the funds are going or whers
[chey need to be. But we would be better able to answer that
question at least no earlier than next month. Have you got
bnything, Diane?

DIANE DAVIS: I was Jjust going to say, we’rs

Ichinking that a lot of the differences will be found in ths
fact that checks were returned prior to the establishment
of the account. We will be providing a list of thoss
checks...check numbers, check amounts and dates to thd
operator for them to see if they can determine the status
and 1if they have not been cashed we’re going tg

bhssume...we’ll ask the Board or someone to have them correct

hat matter because most of them like at the very beginnin
f the docket where the...you know, back in the olden day
e established the account with a supplemental order instea
of the order and they start maybe doing funds before theg
order got entered.

RICK COOPER: So, what we’re trying to do is we havg
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hese identified accounts that may be off a 1little more than}
ormal. So, we're putting detailed comments out from tha(
o 1f anybody needs to know what we think or where we think
he money has went we’ll be able to determine that. Soms
f that may be able to be corrected by the Board. We’re nof
xactly sure how all of it will be corrected. We’ll addresq
hat in the future.

BILL HARRIS: Well, if some of these funds werg

returned by the bank because the account wasn’t set up...of

course, I can’t speak to the accounting of the companies,

ut I would think that that will be earmarked some type of
ay and they would (inaudible). But that would be noticed

omewhere that, you know, here is a $3,000 check that wag

eturned. Did that get absorbed into the system or I mea
hat happened---?

RICK COOPER: Well, you know, we’ve tracked...yo

ould think it would be that simple, but we have found out
hat it’s not. We thought the same thing, you know, if we
ad the check number and they could identify where 1t went.
They’re having a little trouble with that. That’s thg
reason we had the conference call with all the departmentsg
o try to come up with that. Just for example, EQT said that
[hey write 6,000 checks per month. But, you know, it’fd

irrelevant whether they write 6,000 or 10,000. Really it’Fd
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an accounting methods. So, that’s---.

BILL HARRIS: Yeah.

RICK COOPER: ---what we’re trying to trace down.

DIANE DAVIS: And if you will remember a few month

bgo they talked about the ones that EQT had escheated to th

State already and we’re wondering if that’s not what ha

appened on some of these. So, that’s...that’s going to b
he harder thing to find out. That’s what a lot of it i
ooking like. 1It’s looking more like checks were writte
hat maybe were returned because of whatever reason, thsg
rong number or wrong something. So far that’s where the
ajority is coming in. We are finding a lot of errors whers
e’ re being able to see that appear that they wrote the check
ut maybe it took several months to actually get posted intQg
he bank account. So, a lot of it we’re being able tg
identify without even having to go to the operator. I don’g
now i1f that helps, but that’s what we’re seeing so far.

BRUCE PRATHER: Do you envision these problem withy

he rest of the operators?

RICK COOPER: Well, we have all...we have went

hrough everything. So, we have identified all of th¢g
bperators and the accounts that we need to look at. We jusf
started with EQT because we thought it would probably bg

simplest.
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BRUCE PRATHER: Oh, Okay.

DIANE DAVIS: I’'m not sure about it.

BRUCE PRATHER: But you don’t envision as much a

you’re going to have with them?

RICK COOPER: Well, EQ...again, just like the ga

operations EQT and CNX are about 75% of all of the account

and all of the problems. So...and CNX will be about 60% of

Ehese. So, we’ve identified several 100 accounts thag
e’ re going through.

BUTCH LAMBERT: Anything else?

(No audible response.)

BUTCH LAMBERT: In the interest reducing paper and

reducing costs, I just wanted to update the Board that I havs

our IT staff working on making dockets that you receive an
making them electronic and at some point in time 1f we ca
fvork through the process we may even be giving each of yo
1 Pads or small computers to receive Board information on.

BILL HARRIS: I made that recommendation I bet 1

years ago. It may not have been that long, but years ago.

BUTCH LAMBERT: Well, I've got our IT staff workin

on it.

BILL HARRIS: (Inaudible).

RICK COOPER: I sort of forgot, we...Diane and

myself we did meet with the IT staff a week before last in}
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regards to that. So, do have a goal and a mission in mind.
e hope, this is our hope and our goal and Butch’s, by
September all applications, supplements and orders will
come in electronically. That’s our goal no later thar
September to have that in place. I think it’s a doable goal.

BUTCH LAMBERT: We’ll continue to update the Board

on that activity as we get a little further into that.
Pnything further from the staff, Rick?

RICK COOPER: No.

BUTCH LAMBERT: Okay. The last item on the docket

is the review and approval of the minutes for the February
meeting. Are there any additions or corrections that need
[co be made to those minutes?

DONNIE RATLIFF: I move to approve as presented, Mr.

Chairman.

BUTCH LAMBERT: Do I have a second?

BRUCE PRATHER: Second.

BUTCH LAMBERT: A1l in favor, signify by saying yes.

(All members signify by saying yes.)

BUTCH LAMBERT: Opposed, no.

(No audible response.)

BUTCH LAMBERT: Thank you, ladies and gentlemen.

e are adjourned and we’ll see you all next month.
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STATE OF VIRGINIA,

COUNTY OF BUCHANAN, to-wit:
I, Sonya Michelle Brown, Court Reporter and Notary
[Public for the State of Virginia, do hereby certify that ths
foregoing hearing was recorded by Diane Davis on a taps
recording machine and later transcribed by me personally.
Given under my hand and seal on this the 16th day

of April, 2012.

NOTARY PUBLIC

My commission expires: August 31, 2013.
My Notary Registration No.: 186661
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